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PREFACE 


IN 1931 the Directors of the Council on Foreign Relations 
authorized the annual publication of a volume to be called 
The United States in World Affairs which should record and 
interpret events in the foreign relations of the United States 
from year to year. It was felt that such a publication would 
cover middle ground not then occupied either by the daily 
newspapers or by the more conventional histories written a 
long time after events occur. 

Such an interim narrative, of course, cannot be wholly 
impersonal. In deciding what material shall go into the book, 
in arranging various matters in sequence, in giving them a 
certain unity and in suggesting their significance, the authors 
make judgments and thereby go beyond the limits of the 
literal record. Furthermore, The United States in World Af- 
fairs does not purport to be an account of international rela- 
tions the world over, but rather a selection of events here 
and abroad in so far as they are important to the people of 
just one country. The personal element exists in the very idea 
of the book. Nevertheless in all other respects the authors 
have sought to be objective. 

If it be deemed rash to try to write a record of events so 
soon after their occurrence, on the ground that it is impossi- 
ble to “see the woods for the trees,” it may be answered that 
the trees are entitled to be taken into account too. In any 
democratic state the things people think, fear and hope for 
are still an important political factor. Responsive government 
bodies still take account of these intangibles—these highly 
irregular and contradictory intangibles. Foreign policy, to a 
great extent, is a hand to mouth affair. A// democratic states 
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“muddle through” in one fashion or another. The long range 
historical perspective, focused by hindsight, is apt to display 
plan and purpose where there was none, in fact to show 
“woods” where there had only been trees. Such a book as 
this one, written as a first draft of history, ought to be able 
to show something of both. 

In presenting this fifth volume of the series the authors 
once more find themselves unable to make direct acknowl- 
edgment to all to whom they are indebted. Through discus- 
sions with many who are in close touch with various aspects 
of the country’s foreign relations they have been able to inter- 
pret with better understanding the factual material found in 
contemporary documents. 

For useful suggestions in preparing the volume, or for 
criticism of special sections of the book, the authors are in- 
debted to Messrs. Hamilton Fish Armstrong, H. Foster Bain, 
Allen W. Dulles, Edwin F. Gay, Philip C. Jessup, Walter 
Lippmann, Walter H. Mallory, Harold F. Sheets, and Robert 
Warren. They desire also to express their appreciation of 
the courtesies extended to them by officials of the Depart- 
ment of State, the Tariff Commission, the Department of 
Commerce, the Treasury Department, and the Federal Re- 
serve. They hasten to add, however, that the views herein 
expressed are their own, and that those who have given so 
generously of their time and effort have incurred no responsi- 
bility for anything appearing in these pages. Mr. Robert L. 
Baker has prepared for the authors’ use a memorandum on 
the Inter-American Peace Conference at Buenos Aires; Miss 
Ruth Savord, librarian of the Council, has again compiled 
a bibliography and assisted in the collection of material and 
in editorial revision; and Miss Wilya Gallus, Mrs. Helen 
Barc McCall and Miss Irene Ransom have given competent 
assistance in the preparation of the manuscript. 

W.H.S. 
W.O.S. 


CouNcIL House, February 25, 1937. 
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CHAPTER ONE 
NATIONALISM AT LARGE, 1936 


FIFTY years ago when James Bryce wrote his American Com- 
monwealth there was one question, he said, which was put 
to the European traveler in the United States by every chance 
acquaintance—“What do you think of our institutions?” 
The question today is a different one. Friends from abroad, 
financiers, statesmen and visiting lecturers all get asked at 
the gangplank—"How long can Europe keep out of war?” 
Americans are probably less hopeful of their own institu- 
tions now than they were in 1888: certainly they are less 
naive. They are probably better informed on European af- 
fairs now than they were in 1888: certainly they are more 
apprehensive. For throughout 1936, and increasingly as the 
weeks passed, they came to fear that another general war 
was in the making, more destructive than the last, and that 
its Day was not far off. Such a catastrophe may occur in 
1937, in 1940, or never. We shall know the future when we 
have caught up with it. Last year’s fact was last year’s fear, 
widespread and grave. In 1936 people and governments— 
European, American and Asiatic—were “conditioned” there- 
by and took measures accordingly. 

Soon after the Paris Peace Conference, with the Versailles 
Treaty ratified and the League of Nations a reality, a cer- 
tain military expert had his diary bound and sold it under 
the title, The First World War. That was insolence for you! 
The old order had certainly changed, giving place to the 
new; yet here was a fellow who mocked at the spirit of the 
times. Well, late in 1935 Italian military planes crossed the 
Ethiopian border, bombed defenseless villages and killed 
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civilian natives in the northern area. In directing this raid 
the Italian government violated the Covenant of the League, 
repudiated the Pact of Paris and broke two special treaties 
which guaranteed the integrity of Ethiopia. All these honor- 
able commitments, once freely entered into, were now freely 
consigned to the ash can. And neither angels, nor principali- 
ties, nor powers, nor height nor depth nor any other creature 
could put a stop to the Italian military parade. In the course 
of that episode the new order changed back again, giving 
place to the old; the League was stricken, collective security 
vanished and the spectre of a Second World War stepped 
into view—accompanied by one Colonel Repington, who 
merely wished to mention the fact that he had written a 
book back in 1920! 

There have been certain stretches of time since then 
when the pace of events seemed rapid and their direction 
looked dangerous. But surely no other twelve months’ pe- 
riod of the past sixteen years faintly approximated the 
twelve months of 1936 for violence, confusion and disillu- 
sionment. Japan continued her conquest of North China 
with even less deference to international engagements than 
she had shown when her army first entered Manchuria. 
Germany marched her troops into the Rhineland in spite 
of the Versailles Treaty and the Locarno Pact. The Czechs 
recruited against an attack from the north. Belgium, Switzer- 
land and the Netherlands surveyed their fortifications and 
counted their man-power. Austria, following the Nazi exam- 
ple, increased her army, the Treaty of St. Germain notwith- 
standing. France endured a serious domestic crisis and for 
the second time since the close of the Great War devalued 
her currency. Spain was bombed and murdered and raped by 
the most bloodthirsty civil conflict since the Middle Ages. 
The Italian Duce, flushed with victory over Addis Ababa 
and Geneva, offered the olive branch of peace ‘sprouting 
from a field of eight million bayonets.” The German Fihrer, 
hot from the Ruhr, hot from the gunmount he had stood 
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upon, hot from the Klieg lights that had beat down on him, 
hot from the blaring microphone that commanded a vote 
to support the Rhineland reoccupation—the Fihrer, having 
boldly rewon the integrity of Germany, turned toward Rus- 
sia and eyed the wheat fields of the Ukraine. 

British warships rode the Mediterranean in the Ethiopian 
crisis and risked landing Europe in a general war: British 
warships sailed for Barcelona to protect neutral rights in 
one tense moment of the Spanish massacre. Planes of Italian 
origin left the Spanish rebel lines and bombed Madrid: 
planes of Russian origin fought them down and back. Tanks 
of German origin took up where Italian infantry left off, 
and thousands of Moors, hired by the Spanish rebel gen- 
eral, fought recklessly for the Fascist cause against French 
volunteers in the loyalist Foreign Legion. In China General 
Chiang Kai-shek was seized by Marshal Chang Hsueh-liang 
and was “‘slain” in the newspapers, only to come back to life 
and the headlines zooming along in an airplane with his 
captor a captive. Billions of United States Treasury gold were 
made ready to be spirited to the Kentucky hills to lie in spe- 
cially constructed underground vaults, guarded by the army, 
safe from enemy capture. And the British Empire, outsmarted 
in the Ethiopian affair, worried by the Spanish civil war and 
rearming against air invasion, saw Church and Press and 
Parliament pitted against a ten months’ uncrowned King in 
a constitutional crisis which turned on the issue whether His 
Majesty might marry an American woman twice divorced. 

These are not newspaper scareheads. They are actuarial 
data bearing on the life of states. So at least Lloyd’s of 
London thought; for in the early part of December, 1936, it 
was reported that the underwriters had decided that they 
could no longer insure property in Great Britain against the 
hazard of war. Either the premium demanded would be too 
high or the risk assumed would be too great. Indeed, it 
became a much discussed business question at Lloyd's 
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whether all war-risk insurance, the world over, would not 
have to be discontinued. 


II 


During the summer months of 1936 trans-Atlantic steam- 
ship lines enjoyed a boom. Economic conditions in the 
United States had improved and there was more money in 
sight to be spent for travel. Some people believed that the 
national recovery was sound and that it was no longer nec- 
essary to save so strenuously. Others feared that the re- 
covery was purely artificial and that an inflationary process 
had been started which could not be stopped. Since, in their 
opinion, the dollar was doomed anyway, it was clearly wiser 
to spend it for something now than for nothing later on. 
And if a few people canceled their steamship reservations, 
fearing that they might be caught up in the inconveniences 
of a Continental war, a greater number decided to chance 
it. For who could tell, they argued, whether one would be 
able to travel in Europe at all when the next summer season 
came around? 

This cheerless view of the situation was based, of course, 
on what people in the United States had heard and seen 
and read. There was the regular annual influx of foreign 
lecturers who, in some cases, yielded to the temptation to 
make their discourse interesting by making it lurid. There 
were the five principal news-reels, each one of them shown 
in five to six thousand motion-picture theaters each week. 
Hence came acquaintance with Italian mustard gas, Spanish 
decapitations, German munitions plants, Russian parachutes, 
French riots and British enlistment drives. Hence came 
knowledge of children in military formation, children trying 
on gas masks, dead nuns, Moorish mercenaries and Goebbels 
at the microphone. The New York Herald Tribune sold Wal- 
ter Lippmann’s column three times weekly to one hundred 
and fifty-six newspapers throughout the United States, and 
Dorothy Thompson’s comments on public affairs were syn- 
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dicated to eighty. What they had to say about European 
events was attentively followed and widely discussed. The 
quarterly Foreign Affairs had a smaller dispersion, but its 
authoritative articles went to the desks of responsible ofh- 
cials and influential individuals. Eleven thousand people 
bought it and perhaps fifty thousand read it. John Gunther's 
book Inside Europe appeared in January, 1936, and by the 
following December it had run to twenty-six American print- 
ings. Those living abroad who still believe that Americans 
get fed some special diet by their foreign correspondents— 
nothing but melodramatic tales of European wickedness and 
intrigue—should take note that Inside Europe was praised 
heartily in England, was reprinted there a dozen times, and 
was reported to have scored a greater success than any other 
American non-fiction book of the past ten years. Lo! Euro- 
pean problems were disentangled for the British reader by a 
“zoo per cent Middle Westerner,” born in Chicago, edu- 
cated at the University of Chicago, and employed by the 
Chicago Daily News! Nor was interest in the United States 
restricted to Europe and its events. In December, 1936, the 
Institute of Pacific Relations prepared a provisional list of 
research projects in progress in American institutions. The 
list included nothing except current scholarly studies of sub- 
jects related to the Pacific area. There were four hundred of 
them. 

The Sunday edition of the New York Times, with more 
factual foreign news than is contained in any other paper in 
the world, with its full cables of comment by staff writers, 
with its literal summaries of recent foreign events—the Sun- 
day Times was going into seven hundred thousand American 
homes each week, and three hundred thousand of these 
homes were more than fifty miles outside New York City. 
From such sources, from radio broadcasts, from the widely 
circulated bulletins and special studies of the Foreign Policy 
Association, from the writings of Armstrong, Buell, Duranty, 
Shotwell and other Americans schooled in foreign affairs, 
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there came an abundance of news and first-class interpreta- 
tion, uninfluenced by ulterior political motives. 


Ill 


It was Ethiopia, of course, which held the attention of the 
American people during the first half of 1936. Then, after 
General Badoglio’s somewhat flat triumphal return to Rome, 
there was a gap in the war news. This interval was pleasing 
to Democratic and Republican politicians who were entering 
upon a Presidential campaign, for they wanted the front 
page of the newspapers for themselves. And with luck they 
kept it too, for the miserable Spanish affair, starting in 
Morocco as a colonial émeute, remained Spanish and of sec- 
ondary importance until late in the year. By the time it had 
become the focus of serious international concern, President 
Roosevelt’s reélection was assured, and the fortunes of the 
politicians were made or lost, as the case might be. 

One can follow a profession, one can follow a scientific 
demonstration, indeed one can follow the Lord. But to “‘fol- 
low” international affairs day by day during the past year was 
a good deal like being six inches on top of a runaway horse, 
with just about the same chance of observing the surrounding 
situation carefully, reflecting on it calmly, and influencing it 
at all. Only as the year ended did it become possible to look 
back over the course of events and see in them anything but 
earthquake and unreason. Only then did it become clear that, 
instead of having no pattern, they had plenty of pattern. 

Piece by piece, not fortuitously, but in a remarkably logical 
order, the post-war safeguards of peace had been dismantled; 
and the gentlemen had gone about that business as coolly as 
theater hands take down the stage-sets. There was the so- 
called “moral opinion of mankind” otherwise known as the 
Pact of Paris. To be sure it had failed to check Japan in 
Manchuria in 1932, and it had failed to stop the Chaco war 
in the same year; but moral opinion was brought to life 
again in the autumn of 1935, when fifty-odd nations united 
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in branding Italy as the aggressor against Ethiopia. But the 
Hoare-Laval agreement of December it could not stomach. 
After that, it was at sixes and sevens with itself. Indeed, 
what then remained of the moral opinion of mankind under 
nobody’s leadership proved less potent than the moral opin- 
ion of Italy under the leadership of Mussolini. 

There had been an implementation of this principle, not 
embodied in the Pact of Paris, but provided for in the Cov- 
enant of the League—the idea of “collective security.” It 
was applied against Italy, but only within limits. The possi- 
bility of imposing military and naval sanctions had been 
tuled out from the start by agreement between Great Britain 
and France. Economic sanctions of a vital sort were threat- 
ened, referred to committee, postponed—and never applied. 
Limited economic sanctions were put into operation, but they 
were not strong enough to check Mussolini for one instant. 
The pre-League sanction of “bluff” (for it is as much a sanc- 
tion as any post-League invention) was met as it has so often 
been met in diplomacy and poker, by counter-bluff. And on 
the showdown, Rome’s weak ace-high was better than 
Geneva’s bob-tailed flush. 

When the year began there was a treaty control of arma- 
ments which restrained Great Britain, Japan and the United 
States (with France and Italy as well) in their naval build- 
ing. Other agreements, in spite of Japan’s disregard of them, 
still purported to insure peace in the Pacific area. But at the 
end of 1936 the Washington Naval Treaty—the one which 
had not yet been violated by Japan—was definitely termi- 
nated by her. She decided not to continue under its armament 
restrictions, and it followed that the provisions of that treaty 
which regulated the construction of fortifications in the Pa- 
cific collapsed too. Nor was she willing to be a party to a 
revised London Naval Treaty except on her own extreme 
terms. Thus the second of the aggressive powers—first Italy, 
then Japan—like a methodical house-wrecker, took a turn at 
demolishing the post-war peace structure. 
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The third of the aggressive powers followed suit. Ger- 
many had violated the Versailles Treaty in 1935 when she 
took matters into her own hands and increased her military 
establishment. This violation had been tacitly condoned, and 
other treaty restrictions had been lifted, by the Anglo- 
German naval agreement of the same year. Another portion 
of the treaty was torn up and scattered in the face of France 
when Hitler's troops occupied the Rhineland in March, 1936. 
By this act the Head of the German state also repudiated the 
Locarno Pact, which he had confirmed on his own initiative 
and had proclaimed as Germany’s contribution to the peace 
of Europe. So due notice was served that neither force nor 
consent, neither her own treaties nor the interests of others, 
would restrain Germany's future actions. In the opinion of 
its creator, Sir Austen Chamberlain, the Locarno Pact had 
marked “the real dividing line between the years of war and 
the years of peace.” It by no means followed that its nullifica- 
tion would lead to a return to war: but it by no means fol- 
lowed that it would not. In any event, Germany had knocked 
down another buttress of the post-war system. 

“The horrors of the last war” were supposed to prevent 
another such outbreak. This illusion faded away, not because 
of any specific event, but merely because people who had 
believed that it was so now realized that it was not so. “The 
financial situation” of the world in general and of certain 
states in particular was supposed to stand in the way of ex- 
tensive rearmament. In the course of 1936, this illusion, too, 
expired. For Japan and Italy, both in a precarious condition, 
continued to build up their war machines by building up 
their internal debts; and Germany, on the edge of a credit 
collapse, found that she could keep her munitions plants 
running day and night by dint of the prodigious ingenuity 
of Dr. Schacht. Moreover, this very financial weakness, if 
uncovered at home, might become the reason why some 
headstrong government would prefer to “shoot the works” 
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on a desperate foreign adventure rather than perish inglori- 
ously in a civil putsch. 

A world-wide race in military armaments was on its way 
when the year began; when the year came to an end it had 
assumed unprecedented proportions. There was tension, ten- 
sion everywhere, feverish diplomatic activity, deep pessimism 
among peoples, Fascist blare, Communist blast—all of which 
became compressed like powder in the Spanish peninsula as 
the year approached its close. And in a world made great by 
science, this astounding scientific truth stood forth: that one 
fine day a single chemical collocation among the two billion 
chemical collocations who inhabit this earth might go to 
Berchtesgaden, and there, “like a sleep walker in a dream,” 
he might commune with himself and with no other man, and 
thus communing he might receive a vision, and in the sure- 
ness of that vision he might order five hundred planes off 
the ground to head for God knows where. 

On this account preoccupied statesmen went in haste from 


capital to capital; and sometimes ordinary people, in their 
homes, sat for a long while looking out of the window. 


IV 


During this year 1936 in which the post-war system defi- 
nitely broke down, and the peoples of Europe and the Far 
East became aware that they were in a period of confusion 
and transition, aggravated by an armaments race such as the 
world had never seen before, there was a violent surge of 
nationalism—of self-assertion—and with it a flight of the 
tribes, each to find its own security in its own fashion. 

So it was with the United States. The waters of the de- 
pression had receded. Every now and then recovery looked 
through the clouds. But a great amount of wreckage still had 
to be dealt with: some eight to nine million workers were 
still out of normal employment, labor troubles threatened, 
government finances were not in good shape, domestic poli- 
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tics were of first importance, with many fundamental issues 
said to be at stake. 

There was never a thought in the United States that this 
country might become embroiled in a local or localized war 
—say between Italy and Ethiopia, or (save the mark!) be- 
tween Germany and Czechoslovakia, provided that such a 
conflict did not spread. There was, however, much more than 
a thought that another general European war would find the 
United States “in it up to the neck again,” unless safeguards 
could be set up here and now against her being drawn in. 
“Drawn in” was the word; for people thought it inconceiva- 
ble that free citizens of the United States, uninfluenced by 
shrewd bankers, unscrupulous munitions dealers, foreign 
propagandists, and a handful of immoral men bent on taking 
unholy profits out of trade, would ever consent to participate 
in another European war. 

Experts in international affairs had said that there could 
not be a general war in Europe without Great Britain in it, 
but that the presence of her arms on the Continent or in fact 
any hostile military move headed toward the west of the 
Rhine would at once be the sign and beginning of such a 
war. The interests of the British Commonwealth were such 
that she would be bound to intervene whenever certain issues 
were at stake. With these teachings well learned, the Amer- 
ican public watched the news from London with anxious 
attention. If there was one item from this source, more than 
another, which heightened anxiety it was the British rearma- 
ment program announced in March, 1936, and pushed with 
almost frantic haste throughout the rest of the year. The Gov- 
ernment’s promises, Opposition questions in the House, the 
disputes between government and industry as to the best way 
of making progress, the surprising support accorded to the 
rearmament program by the Labour Congress, the army enlist- 
ment drive, the reported attempts to buy emergency airplanes 
in the United States—headlines of this sort gave the impres- 
sion that Great Britain might find herself in a general war 
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against her will at any moment. It was not in Washington 
nor in Kansas City but in official circles in London that the 
theory was propounded that if Hitler would only defer any 
intolerably aggressive move until 1938, Great Britain’s re- 
armament plans would be sufficiently advanced to enable her 
to prevent Germany from going to war, or to stand up 
against her if she did. 

As the passive countries of Europe became more and more 
exercised about the part they might be called upon to play 
and their present lack of equipment for it, the people of the 
United States became more and more exercised about the part 
they had determined not to play. With the same zeal that 
their fellow Anglo-Saxons had shown in seeking safety 
through rearmament, they sought safety in “neutrality.” 
They sought it with a purpose which sprang from a curious 
collection of emotions—a hatred of killing and being killed 
by no means peculiar to Americans, a desire for that security 
which less fortunate countries have come to look upon as an 
illusion, cynicism about a war that did not end war and a 
world still unsafe for democracy, resentment over being 
“duped” by the war debtors, together with a haunting sus- 
picion that international affairs might have gone better if the 
United States had joined the League. 

Other vivid elements in this passion for neutrality came 
out of strange corners of the mind and memory. Their roots 
were not in the war but in the financial crash and the eco- 
nomic depression. They expressed the hostility of the money- 
losers to the money-winners, of those who produce goods 
toward those who deal in the instruments of credit, of the 
little Have-nots toward: the big Haves, of the West toward 
the East, of the country toward the city. They were the vague 
prejudices, articulate yet inarticulate, which never get into 
the record. They were of the essence of history, but the his- 
torian, coming later, finds that he has missed them. They 
were somewhat like this: 
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Walter Millis, in his Road to War, had written about the part 
foreign propaganda had played just prior to 1917. Well! the Amer- 
ican people had their eyes open now. Mr. Millis had made out what 
an important factor entrenched trade had been. Well, there wouldn't 
be any more entrenched trade. Trade would be on notice from this 
time forward that, in the event of war, there would be no foreign 
loans to bail it out. This could be taken care of by a Neutrality Act, 
couldn't it? Senator Nye’s committee had disclosed the profits of 
the munitions makers in time of war, and had told how these men 
influenced the decision of the United States government to join the 
Allies in 1917. Well, this could be taken care of by a Munitions 
Control Act, couldn’t it, which would either wipe out the profits, 
or take over the industry? And J. P. Morgan, whose firm sold some 
stock under the market price to a preferred list of people—and 
who didn’t pay very much income tax for one year during the 
depression—well, Mister J. P. Morgan would not make any war- 
time money out of being an international banker any more! As for 
the Duponts, who had supported the Liberty League against Presi- 
dent Roosevelt, and had so much money that they paid terribly big 
income taxes and perhaps were French anyway—well, the Duponts 


would not make any money out of being munitions manufacturers 
any more. 


But be quiet, boys, be quiet! Your 1936 Congress, mindful of 
its duty to provide for the national defense, voted 909 million 
dollars for one year’s expenditure on the military and naval 
establishments—the largest peace-time armaments budget in 
the history of the United States. Congress did this by an over- 
whelming vote in the plenitude of its power to represent 
you—me—without benefit of foreign propaganda, without 
the assistance of international bankers, without the help of 
munitions makers. 

So it was all confused, very much so, when the legislators 
returned to Washington in January, 1937, to deal with the 
public demand for “permanent neutrality legislation.” 


V 


How far would Congress go in extending the restrictions 
on American trade already in force as the result of extem- 
porized neutrality legislation passed in 1935 and 1936? It 
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had been provided that on the outbreak or during the prog- 
ress of war between foreign countries the President should 
proclaim the fact, and that it would be illegal thereafter to 
send or carry arms, ammunition or implements of war from 
American territory to any of the belligerents, or to any neu- 
tral port for transshipment to any belligerent.1 Already this 
law had proved inadequate to secure even its limited purpose. 
A traffic in arms had developed with the elements engaged 
in civil war in Spain. Public opinion had put in strong ob- 
jections to it, and Congress was expected, as soon as it met, 
to broaden the statute to cover the Spanish case and others 
like it. 

So much could be taken for granted. As far as the policy 
of this government could be considered settled, all traffic in 
arms and implements of war with any non-American bellig- 
erent country or any such country engaged in civil war was a 
thing of the past. But what of other trade? Should it be 
allowed to run freely as it did in the three years before 1917? 
Or should it be limited by license to normal dimensions, to 
a “‘peace-time quota’? Or, at the other extreme, should the 
United States, on the ou*break of war outside of the Amer- 
icas, cut off all direct and indirect trade intercourse with the 
belligerents? To protect against the inevitable harm at home 
of such an economic policy, might not some scheme be 
worked out, some “cash and carry” plan, whereby trade 
could be transacted up to American ocean ports, leaving the 
buyers’ ships to take the goods away at their own peril? 

But how, argued the others, could Congress now foresee 
all eventualities and provide for them in an act passed today 
or tomorrow? Would it not be better to give the President 
some discretion as to the classes of goods to be embargoed so 
that the application of the principle might be suited to the 
circumstances? Might it not be wiser still to give the Execu- 

* This legislation did not apply to ‘tan American republic or republics en- 


gaged in war against a non-American state or states,” unless coéperating with 
a non-American state. 
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tive discretion to put an embargo into effect or not, as the 
public interest might appear? Lastly, there was a small group, 
interested not only in keeping the United States out of war, 
but in making a contribution to the world’s peace and thereby 
insuring, in their view, the only condition of affairs that 
holds out hope of permanence. They wished to give the 
Executive authority to embargo trade with an aggressor na- 
tion and to permit trade to continue with any nation which 
had been attacked. 

The last of the alternatives did not seem to be the likely 
way out. The difficulties and failure of the League’s dis- 
criminatory embargo against Italy were too fresh in the 
minds of Congress and the people. Nor did it seem probable 
that the other extreme would be adopted—the policy of com- 
plete non-intercourse with all belligerent countries. For this, 
if carried through to its logical limit, would mean that the 
vast American business with Canada would be shut off the 
moment that the British Empire found itself fighting. Should 
Canadian business, not carried in ships, not likely to be sunk, 
not likely to entail the loss of life—should this be abandoned 
for the sake of a principle? Indeed, what was the principle, 
except a cry that Congress get ahead with its job at once, and 
pass laws to keep the United States out of war? 

For two years and more the Administration, Congress ap- 
proving, had been rebuilding the country’s trade inch by inch 
through a series of reciprocal agreements with foreign coun- 
tries. This national policy was partly predicated upon the 
hope of improving economic conditions in the United States, 
increasing employment, and hastening recovery; but it was 
also predicated upon a conviction, held by the Secretary of 
State, that the international order, such as we knew it before 
the war and again after it, revolved around trade between 
countries, their mutual dependence on each other, and their 
practical good will based upon a reciprocity of interest. To 
this end the Administration had agreed to codperate with 
Great Britain and France in a first effort to stabilize the rela- 
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tion between the pound, the dollar and the franc. For this 
general broad purpose President Roosevelt had taken the 
unusual course of going to Buenos Aires and addressing the 
opening session of a Pan American conference called to con- 
sider ways and means of improving political and economic 
conditions among the Americas. 

Therefore there was a profound contradiction between the 
desire of the Administration to restore the conditions of 
peace by efforts in economic codperation, and the disposition 
of many Americans to put the greater part of the normal 
peace-time trade of the United States into a war-time strait- 
jacket by legislation which would operate automatically. For 
surely, if the United States should commit itself to such a 
course, all affected governments would accept it now for 
what it threatened later—a war-time cut-off from the food 
and raw materials of the United States. Any government 
which feared that it might be hamstrung by the American 
neutrality policy in case of war would begin at once to 
recast its trade relations. Other sources of supply would be 
sought out immediately by the development of new areas, by 
giving financial assistance, by making new trade connections 
—all as a war-time measure taken in advance of hostilities to 
counterbalance the action which the United States had taken 
likewise in advance of actual war. 

Such foreign actions would make little difference in the 
American economy if hostilities should break out in Europe 
within the next few months, as many feared. But perhaps 
war could be averted and Europe could regain a new equilib- 
rium for a period of years, whether by a stand-off in arma- 
ment programs, by a new semi-stabilizing balance of power 
among the great states, or by a program of appeasement. If 
peace (or the absence of war) should lie ahead, then the 
future trade of the United States might be left high and 
dry in the Ark of neutrality legislation. 

This result was not beyond the realm of possibility. 
Toward the end of 1936 there were some signs that the pros- 
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pect of immediate war was diminishing. Britain and France 
were closer together than they had been for years; together 
their armed strength was not to be carelessly challenged. 
Italy and Great Britain had worked out a modus vivendi— 
not wholly satisfactory to be sure, but indicating a lessening 
of the tension which had existed between them. Hitler’s 
extrovert activity in Spain had quieted down, and though the 
international dangers of that situation were by no means 
past, it was now a fire that only smoldered. Quietly the 
Balkan States had been making accommodating arrange- 
ments with one another, and the Northern neutrals, already 
bound to Great Britain by political sympathy and by mone- 
tary ties, were swinging gradually into a movement toward 
solidarity among the democratic countries. 

It remained to be seen what part, if any, the United States 
would play in the convergence of the democratic states if it 
should continue over the next year. Fortunately the authors 
of this book are protected by their terms of reference against 
the temptation to prophesy. It is their business to record the 
repercussion of the foreign events of 1936 on the life of the 
United States, and to describe such American events of that 
period as affected conditions abroad. 





CHAPTER TWO 


THE COLLAPSE OF COLLECTIVE SECURITY 


THE previous volume of The United States in World Affairs 
had to go to the printer on October 6, 1935, four days after 
the first Italian airplanes invaded Ethiopian territory. 


Now [wrote the authors} at the very moment of sending this 
manuscript to the press, Great Britain together with certain of her 
dominions, France and the members of the Little Entente, the Soviet 
Union and the Northern neutrals unite in reasserting the supremacy 
of the Covenant of the League, and (what distinguishes their atti- 
tude from that on earlier occasions) they state, with varying degrees 
of definiteness, that they accept its obligations as the basis for col- 
lective policy. Whether as a consequence of this demonstration Italy 
will restrict her own military plans, or accept a compromise with re- 
spect to her African ambitions, or whether, in despite of it, she will 
persevere to the end of her fanatical course—none of these things 
can be foreseen, and even the ready prophets of the daily press 
are silent. Whether the loyal members of the League will implement 
their sentiments with action—whether economic sanctions, mild or 
severe, will be imposed—whether the momentum of Mussolini’s 
preparations, his personal prestige, an accident, an “incident” or the 
interplay of circumstances will embroil the Continent in a war— 
these matters are beyond all predicting. . . . 


What then would have been prediction is now past history, 
and soon it will be a chapter in the school-books. It is inter- 
esting to think how the British and Italian accounts of that 
critical episode will differ,? and what variations of these 
accounts will be taught to children in Germany and France. 


*The United States in World Affairs, 1934-1935, 10-11. 

*A full account has already been written by Professor A. J. Toynbee, 
being the second volume of the Survey of International Affairs, 1935, pub- 
lished under the auspices of Chatham House, London. It is not likely, 
however, that this passionate interpretation of the Ethiopian affair will be 
“prescribed reading” for the next generation either in England or in Italy! 
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1. President Roosevelt Proclaims Neutrality 


.The United. States was not .a member of the League but 
she acted: toe localize: the Italo-Ethiopian war and shorten its 
duration more quickly than the League itself or any of its 
members. On October 5, 1935, three days after the fighting 
began, President Roosevelt, under the authority of the Joint 
Resolution of August 31, declared that “a state of war un- 
happily exists between Ethiopia and the Kingdom of Italy”; 
he placed an embargo on the export of arms, ammunition 
and implements of war to either belligerent state or to any 
neutral port for their use; and he admonished citizens of the 
United States not to travel on ships of the belligerents, warn- 
ing them that any such travel would be at their own risk.* In 
these two declarations the President did nothing more than 
Congress intended him to do to preserve American neu- 
trality, but the speed with which he acted was noteworthy. 
More noteworthy still was the fact that he followed these 
two proclamations with a warning, not envisaged by the 
Joint Resolution, that any American citizen who voluntarily 
engaged in transactions of any character with either bellig- 
erent would do so at his own risk. This, in effect, was a 
request that the country should stop doing business with 
Italy, for there would have been very little movement of 
goods to Ethiopia anyway. 

It is not likely that these two proclamations caused any 
great shock in Italian government circles, for the American 
authorities had made it amply clear that they had no sym- 
pathy with Italy’s military ambitions in Africa. On July 5, 
1935, Secretary Hull had sent word to the Emperor of 
Ethiopia that he hoped that the current controversy might be 
settled by arbitration.* On July ro he had requested the 
Italian Ambassador to call at the Department of State and 
expressed to him the increasing concern of the United States 


* Department of State Press Releases, October 5, 6, 1935. 
* Ibid., July 6, 1935. 
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over the situation. On July 11 he had conferred with the 
British and French Ambassadors and re-emphasized the im- 
portance which his government attached to the principles of 
the Pact of Paris. On July 12 he had made a similar state- 
ment to the press.° On August 1 President Roosevelt had 
expressed the hope that the Council of the League might find 
a way of compromising the dispute by pacific means. On 
September 3 the government of the United States had taken 
steps which led to the surrender of an oil concession in 
Ethiopia by the American concessionnaire, and on September 
12 Secretary Hull had made public a detailed account of the 


acts and policy of the United States with respect to the whole 
matter.® 


2. War Trade Discouraged 


During the six weeks following the outbreak of war and 
the proclamations of the President the Administration gave 
repeated proof of its purpose to go beyond a purely negative 
policy of neutrality. On October 10, 1935, Secretary Hull 
said that the American government intended to discourage 
trade between its nationals and belligerent interests. On Oc- 
tober 30 President Roosevelt stated that while “tempting 
trade opportunities may be offered to our people to supply 
materials which would prolong the war,” he did not believe 
that the people as a whole wished to see any such profits 
realized by comparatively few of their number, and that the 
government was keeping itself fully informed on all such 
commercial transactions. On the same day Secretary Hull said 
that he was convinced that the American people were op- 
posed to “war profits at the expense of human lives and 
misery,” and President Roosevelt told newspaper correspond- 
ents that he had counselled an American shoe manufacturer, 
who had sought his advice, not to accept orders from Italy. 


* Department of State Press Release, July 12, 1935. 

* Ibid., September 13, 1935. Cf. also The United States in World Affairs, 
1934-1935, 243-249. 

"Department of State Press Release, October 30, 1935. 
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On November 2, 1935, Secretary Hull expressed the con- 
viction that “an early peace, with the restoration of normal 
business and normal business profits is far sounder and far 
preferable to temporary and risky war profits.” On the 6th he 
declared that an arms embargo was not a panacea and that 
“we cannot assume that when provision has been made to 
stop the shipment of arms . . . we may complacently sit 
back with the feeling that we are secure from all danger.” 
On the 15th he came down to cases and pointed out that 
“commodities such as oil, copper, trucks, tractors, scrap iron 
and scrap steel, which are essentially war materials although 
not actually arms, ammunition, munitions or implements of 
war,” were being exported in a considerably increased 
amount for war purposes. He declared that such trade was 
“directly contrary to the policy of this government as an- 
nounced in official statements of the President and Secretary 
of State, as it is also contrary to the general spirit of the 
recent Neutrality Act.’”*® Others were not so clear regarding 
the unwritten implications of the act, but in any event Mr. 
Hull’s statement was honest proof of his zeal. 

Various branches of the Administration lined up behind the 
Department of State. The Secretary of the Interior, being 
also Oil Administrator, urged domestic producers to “keep 
the spirit and letter’ of the Neutrality Act by refusing to sell 
oil and other war materials to Italy. This was certainly a 
strong importunation, for whatever the spirit of the act 
might have been, there was no oil in the letter of it, and 
Mr. Ickes subsequently wished it to be understood that he 
had referred not to shipments of oil but to “munitions.’”® 
The Department of Commerce took a hand through the Ship- 
ping Board and notified steamship companies indebted to 
the Federal government that the transportation of essential 
war materials to belligerents was against national policy. It 
even went so far as to prevent the oil tanker U/ysses from 


* Department of State Press Releases, November 6, 15, 1935. 
®° New York Times, November 22, 27, 1935. 
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sailing to Italy and warned that the government would fore- 
close on a mortgage which it held on the ship if she made 
the voyage.” The Department of Labor likewise did its bit 
by upholding union laborers in California who had tried to 
boycott a vessel loading gasoline for Italy.™ 

Thus the Roosevelt Administration, while preserving the 
peace-at-any-price program of Congress, extended it by ac- 
tion which was calculated to hasten the end of hostilities. 
Although no intention to codperate directly with the League 
was apparent, the Administration evidently wished League 
members to understand that, during the adjournment of Con- 
gress, the Executive branch of the government would dis- 
courage all trade with both belligerents and thus support 
such action as the League might wish to take against the 
aggressor. The policy of the United States was isolationist to 
be sure, but at least it smoothed the way for collective action 
under League auspices. Indeed there were those who won- 
dered whether the President’s proclamations had not been 
issued after exchanging advices with Geneva; and whether 
it had not seemed wise to all concerned that collective action 
should be delayed until after the President had spoken, so 
that he might not be charged with having followed in the 
footsteps of the League. 


3. The League Imposes Sanctions 


It goes without saying that the crisis in Northeastern 
Africa had by this time become the League’s chief concern. 
On September 26, 1935, all efforts at conciliation having 
failed, the Council had decided to deal with the controversy 
under Article XV of the Covenant, which calls for the pub- 
lication of a report “containing a statement of the facts of 
the dispute and the recommendations which are deemed just 


” New York Times, November 25, 26, 27, 1935. 

" Ibid., November 26, 27, 1935. On these incidents, cf. also Raymond 
Leslie Buell, “The New American Neutrality,” Foreign Policy Reports, XI, 
278-292, January 15, 1936. 
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and proper in regard thereto.’”** The unanimous adoption of 
such a report and its acceptance by Ethiopia would place 
Italy under obligation not to go to war. Violation of this 
obligation would bring before the League the question of 
invoking Article XVI and thereby severing all trade and 
financial relations with the Covenant-breaking state. 

The Italian government resorted to various devices to 
avoid the imposition of economic sanctions. No doubt it 
hoped to prevent a rupture with the League or with Great 
Britain and sought to delay action at Geneva until its mili- 
tary operations in East Africa were well launched. Sharp 
differences had developed between the French and the British 
theories of collective action, and for a time this divided front 
worked to the advantage of Italy. Nevertheless, on October 
7, five days after the Italian troops had entered Ethiopia, 
the League Council approved a report of its special commit- 
tee finding that the Italian government had resorted to war 
in violation of its obligations under the Covenant.’* Thus the 
way was cleared for the next step in League procedure—the 
invocation of penalties under Article XVI. Sanctions were to 
be employed for the first time in the League’s history, and 
collective action against an aggressor was to be subjected to 
its first real test. 

November 18 was set as the effective date.4* On the 11th, 
Armistice Day, the Italian government submitted a note 
to both member and non-member states denouncing the 
League’s action as unlawful and amply justifying reprisals. 
On the following day, the Italian threat was carried out in 
a decree which prohibited the importation, on and after No- 


™ League of Nations, Official Journal, XVI, 1201. 

League of Nations Publication, Official No. C.411 (1). M. 207 (1). 
1935. VII. 

“League of Nations Publication, Codrdination Committee 89; Official 
Journal, Special Supplement No. 146. Shortly before the outbreak of hos- 
tilities in Ethiopia it had been suggested in the British House of Commons 
that in the event of war the Suez Canal should be closed to Italian shipping. 
Although the suggestion evoked some discussion, this never went beyond the 
academic stage. Because of the peculiar international status of the canal, 
there were many legal impediments to its closure. 
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vember 18, of 128 enumerated commodities except under 
special license, and it was commonly assumed that licenses 
would not be granted for imports from states resorting to 
sanctions. To certain countries in Central Europe which 
found their best markets in Italy, this form of retaliation was 
a serious matter. Yet in spite of the sacrifices thereby en- 
tailed four different penalties began on the appointed day to 
operate against Italy: an arms embargo, an embargo on ex- 
ports to Italy of certain key raw materials, a credit embargo, 
and a ban on imports of Italian origin. Certain governments 
also undertook to prevent the indirect importation of Italian 
goods via countries which had not resorted to sanctions or 
had made certain exceptions in their application: thus Great 
Britain required that shipments from Albania, Austria, Ger- 
many, Hungary and Switzerland should be accompanied by 
certificates showing that they had not originated in Italy, 
and Canada adopted regulations aimed to prevent the ac- 
ceptance of disguised Italian merchandise from the United 
States. 


4. Omission of the Oil Sanction 


The weak link in the chain of sanctions was the failure of 
the League to include oil among the raw materials denied to 
Italy. Signor Mussolini had made it clear that he would con- 
sider any attempt to embargo coal and oil—especially oil— 
as an unfriendly act which would compel his government to 
reconsider its position at Geneva. In spite of this threat, the 
question of extending sanctions to cover oil was brought be- 
fore the League Council or its appropriate committees on 
November 2, 1935, on December 12, on January 22, 1936, 
and on March 2. On each of these occasions a decision was 
postponed, and Italy used the delay to accumulate additional 
stocks.’® All that the Council could bring itself to do was to 

% League of Nations, Official Journal, Special Supplements Nos. 146-149; 


M. J. Bonn, “How Sanctions Failed,” Foreign Affairs, XV, 350-361, January, 
1937. 
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appoint a Committee of Experts with instructions to make 
inquiries and submit a report. On February 12, 1936, this 
committee finally figured out that if a general embargo were 
to be imposed on oil shipments to Italy, the existing stocks 
in that country would be exhausted in three and a half 
months at most. Yet although this meant that such a sanction 
would stop the Italian advance fairly soon, the committee 
failed to recommend it. Finding an excuse in the attitude of 
the United States government, it declared that an oil sanction 
would be ineffective without a formal commitment from 
Washington to restrict American shipments to Italy to the 
normal peace-time level.’ 

The committee’s conclusion was reached in spite of the 
fact that the Roosevelt Administration, in its efforts to check 
the flow of oil to Italy, had not only construed its powers 
broadly, but had also supplemented its legal authority with 
fairly stiff moral suasion. Compared with the prompt and 
firm stand taken in Washington against American concerns 
who sought war profits in oil exports, the five months’ in- 
decision of the League seemed vacillating indeed. But having 
been charged on sundry occasions with prolonging the World 
War by not entering it sooner, dealing the League a mortal 
blow by refusing to ratify the Versailles Treaty, causing the 
depression by over-speculation in Wall Street, destroying the 
financial fabric of Central Europe by withdrawing short- 
term credits from Germany after the failure of the Austrian 
Credit Anstalt, forcing certain nations to endure the igno- 
miny of default by insisting on the payment of war debts— 
having heard these various sentiments propounded, from 
time to time, Americans were not now surprised to have it 
intimated by the Committee of Experts that if Italy should 
succeed in conquering Ethiopia it would be the fault of the 
United States. 

Yet most of Italy’s oil was then drawn from Rumania. 
Russia had held second position, followed by South America, 


% League of Nations Publication, Codrdination Committee 113. 
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the United States and Persia in the order named. Russia was 
the only important producing country whose sales to Italy in 
1935 were less than its average sales for 1931-1934, and 
while the Soviet government continued to sell oil to Italy 
after the outbreak of the war, its sales during the last quarter 
of 1935 were less than those of any other important produc- 
ing country except Persia, where the British government was 
able to exert an influence through its control of the Anglo- 
Iranian Oil Company." 

Before the outbreak of the Italo-Ethiopian conflict Italy 
had obtained only a small part of her petroleum products 
from the United States. Indeed, in the four-year period 1931- 
1934 her imports from this country were only 6.6 per cent of 
her total purchases, and they continued in about the same 
proportion during the first nine months of 1935. In the re- 
mainder of that year, after launching a campaign in Ethiopia, 
Italy substantially increased her imports of oil.** The propor- 
tion obtained from the United States increased more rapidly 
than that from other producing countries, but even so, Amer- 
ican sales to the Italian government during October—Decem- 
ber, 1935, were less than 18 per cent of Italy’s total estimated 
purchases.’® While it is true that the Administration’s efforts 
at moral suasion did not prevent increased sales of American 
oil to Italy, the companies which had previously enjoyed the 


* League of Nations Publication, Coérdination Committee, 113. 

* A portion of the oil and gasoline consumed by the Italian forces in 
Ethiopia and the Italian transports plying between Italy and Massaua never 
touched Italy at all, but was delivered at Suez, Port Said, Aden and even 
direct to Eritrea and Djibouti. Consequently, this portion of the Italian 
requirements does not appear in the imports into Italy. 

A complete picture of the effect of the absence of oil sanctions on the 
Italian military operations requires knowledge of the quantities of gasoline 
and other petroleum products sold to the Italians by the Anglo-Iranian Oil 
Company and by the Royal Dutch Shell for delivery east of Suez and at 
Suez itself. Data are not yet at hand to permit the authors of this book to 
pursue that inquiry—they can merely “flag” it for some enterprising student 
of the period. Cf. also Appendix I. 

” For the full year 1935 the American proportion of Italy's oil purchases 
was 12.5 per cent. Yet by March, 1936, American exports had dropped to 
less than a third of those in December, 1935. League of Nations Publications, 
Codrdination Committee 113 and 125. 
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bulk of this business were at first disposed to follow sugges- 
tions from Washington and limit their sales to Italy to nor- 
mal amounts. But brokers and companies which formerly 
had not been selling in foreign markets now began to accept 
Italian orders, and for a period the volume of exports ex- 
panded sharply. Furthermore, the Administration’s desire to 
do everything in its power to restrict oil exports abated 
perceptibly in December, 1935, when Sir Samuel Hoare and 
Premier Laval showed a disposition to forget the Covenant 
and the Pact of Paris and to discharge their troubles by 
rewarding Italy at the expense of Ethiopia. 


5. The Hoare-Laval Agreement 


For several weeks prior to the meeting of these two states- 
men, representatives of the British and French Foreign 
Offices had been quietly arranging the details of a peaceful 
settlement which might be acceptable to Mussolini. The 
British Foreign Minister arrived in Paris early in December 
and found the ground well prepared for negotiations. The 
outcome of this visit was the Hoare-Laval agreement. The 
final draft was initialed late on the evening of Sunday, De- 
cember 8, while Sir Samuel Hoare’s Cabinet colleagues were 
away from London for the week-end. At once, a /a francaise, 
the news “leaked” into the Paris newspapers, and it was pub- 
lished in London on the Monday. The British Cabinet (it 
was said) knew nothing of what had been done until they 
read the story that morning with their coffee. 

These peace proposals were described as an ‘Outline of an 
Agreed Settlement of the Italo-Ethiopian Conflict.” They 
provided for an exchange of territory under which Ethiopia 
would cede some 60,000 square miles to Italy and would re- 
ceive in return from Italy about 30,000 square miles in 
Eritrea, thus gaining an outlet to the sea. Perhaps more im- 
portant still for Italy was the pledge of Great Britain and 
France to codperate in obtaining for her certain exclusive 
economic privileges, including the right of settling in the 
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southern half of Ethiopia and of exploiting its mineral, tim- 
ber and other natural resources. Over this area of approxi- 
mately 160,000 square miles Ethiopia would retain nominal 
political jurisdiction, but there was to be added a system of 
controls through various League agencies in which Italian 
influence would predominate.” 

The proposals met with whole-hearted condemnation, not 
only in all free countries of Continental Europe and in the 
United States, but in Great Britain as well. Mr. Baldwin told 
the House of Commons that the Foreign Secretary had not 
consulted the Cabinet in reshaping the proposals, and that 
while he could not repudiate an absent colleague, he did feel 
that concessions had been carried too far. So furious was the 
British public, which only recently had confirmed the League 
program at a general election, that the Cabinet found itself 
faced with the choice of resigning in a body or of repudiating 
its Foreign Minister. Sir Samuel Hoare laid down his port- 
folio forthwith. Premier Laval also encountered sharp criti- 
cism from his people, but in the end the Chamber gave him 
a vote of confidence, accepting his plea that his sole purpose 
in initialing the agreement was to prevent the Ethiopian war 
from spreading to Europe. So, for the time being, he and his 
Cabinet were spared; but had the opposition been willing to 
take over a government bedeviled by domestic dissensions, 
the vote might easily have been otherwise and Premier 
Laval might have been sent packing along with his British 
colleague. 

The whole affair was shocking. Literally so. The ordinary 
civilian, even in England, was totally unprepared for any 
such change of front and he poured out his bewilderment 
and rage into speech and into the press. The government's 
apologia was not adequate, and the explanation that ill 
health had forced Sir Samuel to go straight to Switzerland 
instead of returning to London to consult with his associates 


*® Text in British White Paper, Cmd. 5044 (1935); cf. also Parliamentary 
Debates, House of Commons, CCCVII, 2004 ff., December 19, 1935. 
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seemed unconvincing when pictures were published showing 
him hearty enough to be cutting fancy figures on ice skates. 

The principle of collective security forthwith ceased to 
be a factor in international relations. Perhaps, as some main- 
tain, it had been designed for an international society which 
did not exist in 1936—a society of democratic states, dis- 
armed, and trading freely among themselves. Perhaps, as 
others think, it did not really fail—since it was never given 
full trial. In any case, events moved rapidly after the Hoare- 
Laval agreement. One thing followed another, all in the 
same direction; so that by summer the Prime Minister felt 
that he again required Sir Samuel Hoare’s unquestioned abil- 
ities in the Cabinet, and back he came as First Lord of the 
Admiralty. He had left office offering Italy a part of Ethi- 
opia; when he returned to his new post, Italy had taken it all. 
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CHAPTER THREE 


THE END OF THE PACIFIC REGIME 


DousBTLess the point is of no great significance, but it 
seemed queer, and it contributed to the general confusion of 
a much confused period, that Sir Samuel Hoare, the British 
Foreign Secretary, should be off in Paris making a deal con- 
cerning the Italian-Ethiopian war—a matter which the 
League had taken under its jurisdiction—while His Majesty’s 
Minister for League of Nations Affairs, Mr. Anthony Eden, 
should not be in Paris at all but in London, apparently un- 
aware of the trend of his colleague’s negotiations, and get- 
ting ready to speak for his government at the Naval 
Conference just opening—a conference which had no con- 
nection with the League whatsoever. To add irony to the 
situation, the fates contrived to let the public know about the 
Hoare-Laval agreement on the very morning that the Naval 
Conference assembled. Said Mr. Norman Davis some months 
later, referring to this and other things: “Few international 
conferences can ever have met under less auspicious circum- 
stances and with less promise of success.”’* 


1. Obstacles to a New Naval Agreement 


Current political developments on the Continent worked 
against it. The British, for example, wanted to bring the 
Germans into the discussions; but the French would not 
agree, saying that if the Germans were invited it would be 
the same thing as forgiving them for violating the Treaty of 
Versailles when they began to rearm.? As it turned out the 


1 Norman H. Davis, “The New Naval Agreement,” Foreign Affairs, XIV, 
578, July, 1936. 
* New York Times, February 10, 15, 1936. 
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French were either very right or very wrong in their attitude, 
for before the conference finished its work Herr Hitler had 
taken the law into his own hands again and had marched 
men into the Rhineland. 

Nor were the Italians helpful. During the whole period of 
the naval negotiations their troops were ploughing through 
the native tribes which stood between them and the Ethi- 
opian capital ; and at the close of the conference, as if making 
certain of staying out in front as one of the forces riding 
down the post-war peace system, Italy announced through 
her delegate, Signor Grandi, that she would not sign the 
proposed agreement until the sanctions put upon her by the 
League and supported by two members of the naval confer- 
ence, France and Great Britain, had been removed, or until 
some plan satisfactory to herself had been devised to settle 
the Ethiopian conflict. 

The success of the naval conference was further jeopard- 
ized by the fact that the leading Continental nations were 
already waging unrestricted competition with one another 
for military supremacy on land and in the air. All hope of 
limiting land armaments had failed in October, 1933, when 
Germany withdrew from the Disarmament Conference of 
the League and from the League itself. The only competent 
international authority supposed to be concerning itself about 
air limitations—the Air Commission of the League—had 
been dormant for three years. When the Naval Conference 
met in December, 1935, the fever of “preparedness” had not 
yet leapt the Channel to Great Britain; but before the con- 
ference ended, the famous British White Paper had appeared, 
and Parliament was about to vote unprecedented peace-time 
appropriations for land and air expansion to meet the mili- 
tary emergency, as the White Paper described it.® 

Yet (to use Mr. Norman Davis’s words), inauspicious as 
these circumstances were, they were primarily European in 
their bearing, and while it certainly deepened the drama of 

*See Chapter VII. 
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Europe that the London delegates could not produce more 
than the shadow of a naval limitation treaty, the historical 
significance of the conference lay in the fact that, when the 
Japanese withdrew from it on January 15, 1936, their with- 
drawal marked the end of collective coliaboration with 
Western powers to insure international order in the Pacific 
area. This collective collaboration began at the Washington 
Conference in 1921 and 1922: it was broken when Japan 
violated the League Covenant, the Pact of Paris, the Four 
Power Washington Treaty and the Nine Power Washington 
Treaty by seizing Manchuria in 1931. It was as good as 
ended in December, 193.4, when Japan gave the required two 
years’ notice of her intention to terminate her obligations 
under the third principal Washington agreement—the Naval 
Treaty. Only one step remained to complete the process of 
disassociation from the efforts of the West, and that step she 
took when she announced that she could not see her way 
clear to sign a successor document to the London Naval 
Treaty of 1930. 


2. The Japanese Demand for Parity 


This agreement, not by notice of intention to terminate 
but by its own provisions, was to expire at the end of 1936, 
and either by forethought or coincidence the Washington 
Treaty had been denounced by Japan so as to expire at the 
same time. The London agreement, however, contained a 
stipulation that the powers party to it should meet in 1935 
and try to draft a new contract to take its place. Preparatory 
conversations had been held at various times during 1934, 
with Great Britain, Japan and the United States participat- 
ing, but they had produced no tangible results because of 
Japan’s uncompromising insistence on full naval parity with 
Great Britain and the United States, and the equally uncom- 
promising refusal of these two powers to grant it. 

The prospect of any real agreement out of the conference 
scheduled to be held during 1935 looked so poor that it 
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seemed useless to attempt more than a mere meeting in De- 
cember to comply with the technicalities. The conference it- 
self brought no change of front. The Japanese at once 
renewed their demand for parity—a “common upper limit,” 
as they preferred to call it, meaning thereby not that the 
existing ratio of 5-5-3 should be raised to 5-5-5 by Japan’s 
building up to the British and American level (an undertak- 
ing which would have put a critical strain on her finances), 
but that the ratio should be revised to 3-3-3 by scrapping 
tonnage of Great Britain and the United States until their 
fleets had been sufficiently reduced.* To discuss this demand 
was merely to thresh over old straw. The matter had been 
argued ad infinitum during the preliminary conversations in 
1934; yet out of respect to their Japanese colleagues, the 
other delegates gave up the first ten days of the conference 
to talking it all over again. Those who tried to sidetrack the 
issue and get on with more likely subjects were blocked by 
the Japanese, who merely reiterated that the question of a 
common upper limit must be settled first. 

On January 6, 1936, when the conference reopened after 
the holidays, a concerted effort was made to get out of the 
impasse and discuss the new building programs presented by 
France, Great Britain and Italy. But the Japanese delegates 
would have none of it, and stuck to their position. Finally, on 
January 15, the four other powers definitely rejected Japan’s 
claim for parity however arrived at, and she withdrew from 
the conference. 

Nationalist agitators and military propagandists had 
worked hard to convince the Japanese people that the ex- 
piring naval treaties branded their nation as inferior to cer- 
tain Western powers and unworthy to have what these other 
countries were permitted to enjoy. Domestic politics thus 
operated to make any concession by the Japanese delegates 
unlikely. The fate which overtook Premier Inukai in 1932, 


“Cf. Admiral Nagano’s address at the opening of the conference. Text in 
New York Times, December 10, 1935. 
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after he accepted a subordination of Japanese naval strength 
in the London Treaty, may well have been present to their 
minds, and if they had agreed to any compromise their lives 
too might have been in danger when they returned home. For 
them there seemed to be only two possible courses: to obtain 
what they demanded or to withdraw. Failing the one, they 
did the other. 


3. Naval Limitation, Limited 


Nevertheless, the other delegations decided to carry on 
and a few weeks later they succeeded in producing a treaty 
which was signed on March 25 by representatives of France, 
Great Britain and the United States.° The new treaty made 
no provision for naval ratios or for any other kind of direct 
quantitative limitation,® since France and Italy as well as 
Japan were opposed to the continuance of ratios, and it was 
impossible to restrict each country’s total tonnage to a fixed 
amount except in that way. The agreement, therefore, left 
each power free to build as many ships as it wanted, but not 
of whatever kind it wanted. The principle of limitation was 
thus retained, but the limitation was only qualitative. 

Prior to 1943, the states signing the treaty were to build 
no battleships between 8,oco and 17,500 tons and none 
larger than 35,000 tons—which had been the largest size 
permitted under the Washington Treaty.’ The maximum 
caliber of battleship guns was reduced from 16 to 14 inches 
(provided Italy and Japan also conformed) and the mini- 
mum was set at 10 inches. The top limit for aircraft carriers 
was brought down from 27,000 to 23,000 tons, and subma- 
rines were to be kept within a 2,000-ton maximum. But none 


® The Italian delegation, although participating in the negotiations until 
the end, refrained from signing for reasons already stated. See page 30. 

*Text in The London Naval Conference, 1935. (Department of State, 
Conference Series No. 24.) 

*The prohibition against building ships between 8,000 and 17,500 tons 
was designed to prevent the sudden launching of “surprises,” such as the 
German pocket battleship, which might upset the balance intended by the 
treaty and thereby precipitate a new naval race. 
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of these restrictions were regarded as having much practical 
importance. More comprehensive was the agreement on a 
six-year building holiday for cruisers between 8,000 and 
10,000 tons. But here also the achievement was more appar- 
ent than real, for the United States had already built or was 
building vessels of this class up to existing treaty limits and 
had no immediate need of further construction; while the 
British, who for years had favored lighter craft, were doubt- 
less pleased to have the building holiday run only to cruisers 
of a heavier type. And yet in this arrangement there was a 
certain check on construction; for the American delegates 
consented to declare a holiday on their favorite type of 
cruiser only on the understanding that the British would not 
bring their total number of lighter cruisers above seventy 
before the end of 1942. 

All these various limitations were discreetly hedged by 
“escape clauses,” put into the treaty because Japan and Italy 
had not signed it, and the signatories felt that they were en- 
titled to protection against unforeseen action by these powers, 
or indeed by any power not a party to the agreement. Thus 
if any signatory wished to resort to the escape clauses because 
he found it “necessary to meet the requirements of his na- 
tional security,” this could be done by notifying the other 
signatories to that effect, setting forth “precisely the nature 
and extent of the proposed departure and the reasons 
therefor.” 


4. Residual Benefits from the Conference 


There were only three states party to the new treaty, it 
placed no quantitative limitation on naval building, the 
qualitative limitations were not of fundamental importance, 
and even from these mild restrictions there was ample pro- 
vision for “escape.” It was therefore easy to say, knowingly, 
that the results didn’t amount to much, and that the United 
States would have been quite as well off if Mr. Norman 
Davis had stayed at home and spared himself all that trouble. 
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It was easy to say this—the only trouble was that it was not 
true. For, in the first place, in view of the surrounding cir- 
cumstances, it was an achievement to come back with any 
treaty at all. In the second place, the agreement contained a 
novel provision, possibly of great importance. The Washing- 
ton Treaty and the London Treaty of 1930 had provided for 
an exchange of information concerning the naval building 
programs of the signatory powers, but this information did 
not have to be given until after construction had begun, and 
again, after it was completed. The new treaty required the 
signatories to inform each other of proposed new construc- 
tion at least four months in advance. The observance of this 
provision ought, in all conscience, to do much to allay sus- 
picions and stop false rumors, and give an interval for dis- 
cussing any such new building projects as seemed likely to 
affect the international situation. And it was surely worth a 
trip to London plus many days and nights of work, to end 
things up with an exchange of notes with Mr. Eden, reciting 
that the United States and Great Britain, under a gentlemen’s 
agreement, would not engage in competitive building and 
would maintain the principle of parity in their fleets. A cynic 
could have pointed out, and doubtless did somewhere, that 
in 1929 Mr. Hoover and Mr. Ramsay MacDonald put out a 
joint statement in which they said: ‘“We have agreed that all 
disputes shall be settled by pacific means. Both our govern- 
ments resolve to accept the [Kellogg-Briand} peace pact, not 
only as a declaration of our good intentions but as a positive 
obligation to direct our national policy in accordance with 
its pledge.” If this declaration still held good, says your 
cynic, what point was there to new talk about maintaining the 
principle of parity and not engaging in competitive building? 
But surely the answer is not difficult: at a time when agree- 
ments are at a discount, it is useful to restate fundamentals 
in contractual form; and at a time when gentlemen are at a 
discount, it is useful to mention their existence and suggest 
their solidarity within earshot of the brass-lunged boys. 
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5. Uncertainties after the Conference 


On May 12, 1936, President Roosevelt submitted the treaty 
to the Senate for ratification. On the 15th the Committee on 
Foreign Relations reported the treaty favorably, and on the 
18th the Senate consented to ratification without an opposing 
vote. It was a case of unanimity without enthusiasm. Those 
who spoke in favor of the treaty felt that it would do some- 
thing to preserve the principle of naval limitation, and would 
help somewhat to discourage a race in naval armaments. But 
almost without exception they expressed disappointment with 
certain of its features, and in this opinion they did not differ 
from the American delegate who brought the treaty home. 

Because of the gaps in it, and because of the fact that Italy 
and Japan had not signed it, the practical value of the agree- 
ment remained to be proved. These two powers were free to 
accept it at any time, and when the Naval Conference broke 
up it was surmised that they might adjust their own building 
plans to the agreement even if they did not formally adhere 
to it. Unofficial word came from Tokyo that the terms of 
the treaty were reasonable and would not be exceeded; but 
it was also intimated that the government could not, even at 
a later date, sign an agreement which denied the principle of 
parity. Moreover, Japan would obtain many benefits for her- 
self without signing, especially with the passing of the old 
5-5-3 ratio. After 1936 she would have at least theoretical 
equality with Great Britain and the United States. Yet there 
was no compulsion on her statesmen to strive for actual 
equality. She would have saved her “face” without commit- 
ting her finances to a costly, and probably a losing, competi- 
tion in naval armament. 

But some of the latent possibilities in the situation were not 
agreeable. Japan would be free to build outside of the former 
naval categories, with no obligation to give advance infor- 
mation on the types of ships she proposed to build. She could 


® Congressional Record, LXXX, 7390, 7437. 
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therefore spring surprises which might start a naval race; 
and in any case the secrecy of her building operations would 
be a source of uneasiness hardly conducive to better inter- 
national understanding. Furthermore, her refusal to accept 
the 14-inch limitation on guns of battleships would free all 
the signatories from that portion of the treaty, and there was 
a real danger that it might lead to competitive building and 
a general invocation of escape clauses. 

In May the Japanese authorities gave formal notice to the 
British government that they would not sign. Though this 
final step was fully expected by the signatory powers, it was 
regretted. Japan had regained her self-esteem, and no one 
begrudged her that. But it was feared that she might “‘sub- 
limate”’ this self-esteem into political projects more ambitious 
than ever. She could do so without any treaty restraint; for 
by now she had either violated or terminated or retired from 
all obligations of a collective character which had limited 
her free nationalist action in the Far East. 

It should be remembered that the London Naval Treaty 
of 1930, while being in itself an agreement to limit naval 
strength in certain respects, was in another sense an extension 
of the principles of the Washington Naval Treaty of 1922 
into categories of naval construction which the earlier agree- 
ment did not cover. The treaty of 1922, in turn, did not stand 
alone, but was one of a closely interrelated series of contracts 
whereby the interested powers undertook to set up an inter- 
national régime of peace and order in the Pacific area.® 

When on December 29, 1934, Japan denounced the Wash- 
ington Naval Treaty, she did so courteously, lawfully, punc- 
tiliously—and at the earliest possible moment permitted by 
its terms.’° But this document was more than a treaty for the 
limitation of naval armament. Article XIX, dealing with 
fortifications and naval bases read as follows: 

°Cf. The United States in World Affairs, 1932, 213-214; Department of 


State Press Release, February 24, 1932. 
” The United States in World Affairs, 1934-1935, 179. 
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The United States, the British Empire and Japan agree that the 
Status quo at the time of the signing of the present Treaty, with 
regard to fortifications and naval bases, shall be maintained in their 
respective territories and possessions specified hereunder:— 

1. The insular possessions which the United States now holds or 
may hereafter acquire in the Pacific Ocean, except (a) those adjacent 
to the coast of the United States, Alaska and the Panama Canal Zone, 
not including the Aleutian Islands, and (6) the Hawaiian Islands; 

2. Hong Kong and the insular possessions which the British 
Empire now holds or may hereafter acquire in the Pacific Ocean, east 
of the meridian of 110° east longitude, except (a) those adjacent 
to the coast of Canada, (b) the Commonwealth of Australia and its 
territories, and (c) New Zealand; 

3. The following insular territories and possessions of Japan in 
the Pacific Ocean, to wit: the Kurile Islands, the Bonin Islands, 
Amami-Oshima, the Loochoo Islands, Formosa and the Pescadores, 
and any insular territories or possessions in the Pacific Ocean which 
Japan may hereafter acquire. 

The maintenance of the status quo under the foregoing provisions 
implies that no new fortifications or naval bases shall be established 
in the territories and possessions specified ; that no measures shall be 
taken to increase the existing naval facilities for the repair and main- 
tenance of naval forces, and that no increase shall be made in the 
coast defences of the territories and possessions above specified. This 
restriction, however, does not preclude such repair and replacement 
of worn-out weapons and equipment as is customary in naval and 
military establishments in time of peace.11 


Thus, by giving notice of intention to terminate the treaty 
as a whole, Japan terminated this part of it: and naturally, 
following such notice and the lapse of two years, the whole 
treaty, by its own provisions ceased to bind any of the con- 
tracting powers.” After January 1, 1937, therefore, the 
United States and Great Britain would be free to establish 
new fortifications and naval bases in areas where Japan might 


™ Text in Conference on the Limitation of Armaments, Washington, No- 
vember 12, 1921-February 6, 1922, 1581-1582. 

In October, 1936, Great Britain had made inquiries of the governments 
at Washington and Tokyo with a view to the renewal of Article XIX when 
the rest of the treaty expired. Neither government responded favorably to the 
proposal as presented. 
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regard them as a threat.* The Japanese showed no anxiety 
over this possibility; some of their spokesmen had already 
expressed the opinion that such establishments had lost much 
of their former strategic importance on account of the devel- 
opment of military air service. If this passing comment were 
supposed to mean that Japan had no intention of taking 
advantage of her release from Article XIX, that of course 
was reassuring; for in 1922 the restrictions had been set up 
because of latent dangers, and, in the popular view, the lift- 
ing of the restrictions would recreate the dangers which had 
been so carefully guarded against for fifteen years. If on the 
other hand such comment was supposed to mean that Japa- 
nese public opinion would not be disturbed if Great Britain 
or the United States were to proceed with new Pacific naval 
bases and fortifications from the point where they tied their 
hands in 1922, then the comment was probably not true. Nor 
would American (and probably British) opinion remain 
serene if Japan should start in where she left off. Despite the 
apparent readiness of the United States to wash her hands of 
responsibility for the Philippines, the Philippine Independ- 
ence Act left the United States with military and naval bases 
in the Island until 1944, and kept open a possibility that the 
naval bases might be retained after that date. And despite 
the desire of the American people to stay out of war under a 
new and still hazy conception of national interest, this same 
citizenry, as history had shown, was capable of emotional 
surges of unpredictable intensity. 

On all grounds, other than Japanese, it was unfortunate 
that the Pacific régime had to come to an end. One of the 
achievements of the Washington Conference, says Professor 
Toynbee, “was that it substituted the rights and needs of 
China for the demands and ambitions of Japan as the prin- 


% As evidence of the essentially political character of the Washington 
Naval Treaty, it is worth recalling that while the agreement was signed by 
the United States, the British Empire, France, Italy and Japan, Article XIX 
did not bind France and Italy, but bound only the three signatory powers 
whose conflicting interests in the Pacific were most likely to lead to war. 
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cipal concern of international diplomacy in the Far East.” 
This accomplishment was now undone. It had substituted 
the rule of contract for the rule of force: the contracts had 
come to an end. It had tempered the theory of nationalism 
by the practice of mutual concession; but nationalism had 
regained the upper hand. And since it is still permitted to 
utter literature over the remains of great departed ideals, 
one recalls instinctively those words in which so sophisticated 
a statesman as Mr. Balfour described the overwhelming effect 
of the speech with which Mr. Charles Evans Hughes opened 
the Washington Conference. 


I listened to a speech which I thought eloquent, appropriate, in 
every way a fitting prelude to the work of the Conference which was 
about to open or which indeed had been opened by the President, 
without supposing that anything very dramatic lay behind. And sud- 
denly I became aware, as I suppose all present became aware, that 
they were assisting not merely at an eloquent and admirable speech, 
but at a great historical event. It was led up to with such art, the 
transition seemed so natural, that when the blow fell, when the 
speaker uttered the memorable words which have now gone round 
and found an echo in every quarter of the civilized world, it came 
as a shock of profound surprise; it excited the sort of emotions we 
have when some wholly new event suddenly springs into view, and 


we felt that a new chapter in the history of world reconstruction had 
been worthily opened. 


That chapter was now closed. 


™ Conference on the Limitation of Armament, Washington, November 12, 
1921-February 6, 1922, 96. 

















CHAPTER FOUR 
THE LIQUIDATION OF LOCARNO 


ONE more chapter of post-war history was closed in 1936 and 
Hitler did it. On March 7, almost a year after announcing 
Germany's decision to rearm in violation of the Treaty of 
Versailles, he called the diplomatic representatives of Bel- 
gium, France, Great Britain and Italy into conference, and on 
behalf of Germany, the fifth signatory of the Locarno Treaty, 
he notified them that his government regarded that treaty 
as “dead.” 

From his meeting with the ambassadors he went straight to 
the Reichstag, summoned in special session, and told them 
what he had done, setting forth his reasons in a long ad- 
dress. And as if to silence any possible doubt concerning 
the wisdom of such a step, as if to give his argument finality 
as well as force, he informed them that German troops at 
that very moment were moving into the Rhineland. Within 
three days the military reoccupation of this district, forbidden 
to Germany in express terms by the Versailles Treaty? and 
renounced by her in the Locarno Pact, was complete, and for 
the first time since the Armistice she exercised full authority 
over every inch of territory left to her by the post-war set- 
tlement. 

This abrupt move in the game of shock diplomacy was of 
no official concern to the United States. Anxiety over the 
critical condition of Europe deepened for the moment, and 
the response of Great Britain and France—particularly of 
France—was awaited with some apprehension. But Wash- 


2 Text, in English, in International Conciliation, April, 1936, 165-189; 
reprinted from New York Times, March 8, 1936. 
* Cf. Articles 42-44. 
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ington saw in the recapture of the Rhineland no act of 
external aggression such as Japan had committed on Man- 
churia and such as Italy was then committing on Ethiopia. It 
involved no violation of the Pact of Paris which the United 
States had sponsored and signed. Furthermore, if Herr Hit- 
ler’s arguments were segregated from his oratorical periods, 
he seemed to have sincere and substantial reasons for doing 
what he had done. A Franco-Soviet pact of mutual assistance, 
general in its terms, but hostile to Germany in its tendency, 
had been approved by the French Chamber on February 27, 
and ratification by the Senate was being pushed along.* The 
Locarno Treaty (and this had been thought to be its great 
merit) had set up a régime among the five signing states 
which was intended to secure peace along the Franco-German 
border. But when Germany, in that treaty, forswore the 
right to increase her military power by militarizing the Rhine- 
land, there was a strong implication that France, in turn, 
would content herself with the defense afforded by her vir- 
tually impregnable Maginot line plus the flank support of 
those Central European states with which she then had polit- 
ical understandings. It was impossible to persuade the Ger- 
mans that France was not altering the rules of the game by 
negotiations for Russian support also, thereby giving Ger- 
many moral ground to cancel her contract and to reénter and 
refortify a district within her own borders over which she 
exercised every other right of sovereignty.* 

Belgium and France immediately demanded that the 
League Council be summoned in special session. On March 
10, representatives of all the Locarno signatories except 
Germany met in Paris for a preliminary conference, and four 
days later the League Council convened in London. The 
French at first took their accustomed legalistic attitude and 
insisted that there could be no dealings with Hitler until he 


* For text, cf. International Conciliation, April, 1936, 195-199; New York 
Times, March 8, 1936. 

“Cf. League of Nations, Official Journal, April, 1936, 334-338, for a 
presentation of the German case by Herr von Ribbentrop. 











oOo —_ t+ ™ 


e 

h 

ot 
if 
1e 
d 
1¢€ 


rk 








THE LIQUIDATION OF LOCARNO 43 


had marched his men out of the Rhineland and fully atoned 
for his breach of the treaties. How far was France prepared 
to go? asked Mr. Eden. France, replied M. Flandin, was 
ready to join in applying military sanctions. 

But the League Council, more cautious, decided to invite 
Germany to present her case. After some delay Hitler ac- 
cepted and sent Herr Joachim von Ribbentrop as his repre- 
sentative, but not before Germany had received assurances 
of “equality of status” with the other powers. Thereupon 
(following the precedent established vis-a-vis Japan and 
Italy, now the recognized League routine), the Council duly 
resolved that Germany had violated both the Versailles and 
the Locarno treaties. The remaining Locarno powers other 
than Germany declared that their treaty remained in full 
force and that the general staffs of their armies would con- 
sult, if necessary, concerning arrangements for upholding its 
obligations.® 


1. The German Peace Proposals 


Besides making his “gesture” in the Rhineland, ‘symbolic 
of German equality,” Herr Hitler in his statement to the 
ambassadors had proposed four new agreements for safe- 
guarding the peace of Europe: (1) a multilateral treaty pro- 
viding new demilitarized zones along the borders of 
Belgium, France and Germany; (2) a twenty-five-year non- 
aggression pact for these powers, with the Netherlands in- 
vited to participate; (3) an air pact for Western Europe as 
an additional protection against surprise attack; (4) a series 
of bilateral non-aggression pacts with the states on the 
eastern frontier of Germany. Furthermore, having attained 
equality with the other powers, Germany would be ready to 
re-enter the League, he said, but only “in the expectation that 
in due course, by amicable negotiation, the question of colo- 
nial equality as well as the question of the separation of 


* League of Nations, Official Journal, April, 1936, 316-351. 
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the League Covenant from its Versailles basis shall be 
cleared up.”® 

The reoccupation of the Rhineland was the logical next 
step after Germany's decision to rearm of the March before, 
and therefore could not have come as a total surprise to 
those who took the long view. Likewise, as we have indi- 
cated, it was less flagrant than recent acts of other countries 
in violation of treaties; and indeed, from the point of view 
of those who regarded the Versailles Treaty as “unequal,” 
it might be thought to have much to commend it. But even 
if there were nothing else to do in countries other than Ger- 
many than to treat the military reoccupation of the Rhineland 
as “water over the dam,” Hitler’s new peace proposals were 
a different matter. The Chancellor did not seem to realize that 
neighboring countries would question his good faith in pro- 
posing a series of new treaties when he was fresh from the 
act of repudiating a contract, however outmoded, to which 
his government had put its signature a decade ago and to 
which he himself only ten months before had pledged his 
scrupulous observance. The Locarno powers at once asked 
what guarantee the Reich could offer that the proposed agree- 
ments would not also be treated as scraps of paper if and 
when it served Hitlet’s ends to do so. 

Slow, pointless, profitless negotiations followed. While 
they were at their height, the Chancellor conducted another 
ad hoc plebiscite like the one which followed the bloody 
“purge” of 1934. This time his electorate treated him even 
better: they gave him a supporting vote of 99 per cent, com- 
pared with 90 per cent before. By now the Nazi methods of 
securing practical unanimity in any such vote had been per- 
fected, and from the outset of the “campaign” there was no 
doubt anywhere as to the degree of backing which Hitler 
would get. But it probably would be unsound to credit elec- 
tion regimentation with 99 per cent success on this issue. 


*Text in International Conciliation, April, 1936, 190-194; New York 
Times, March 8, 1936. 
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Hitler had scored a striking diplomatic triumph; he had 
restored military defenses and prestige to the German people 
by one stout coup; and his achievement was hailed over 
the length and breadth of the land. Had this been a free 
vote, unforced and unattended by fear, there is no reason to 
think that the same 99 per cent of the German people would 
not have voted in exactly the same way. 

The action of Germany in reoccupying the Rhineland 
transgressed all the legalities. But even if it had been as 
correct as the termination of the naval and Pacific treaties by 
Japan, the result would have been deplorable nevertheless. 
And for precisely the same reason that Japan’s course of 
action was regretted. Here were two régimes which had been 
set up, not under the uncertain and untried egis of the 
League, but by two groups of powers most deeply concerned 
for the future of two regions where war might break out— 
Western Europe and the Far East. Now through unilateral 
action by one power in each group—without doubt the most 
aggressive power—the practice of maintaining peace by con- 
tract and concession had been brought to an end. And na- 
tions of Europe which had learned only a few months before 
that security could not be guaranteed by the League, now 
feared that they would not be secure from aggression under a 
system of regional pacts. The logic of these discoveries threw 
them back upon the type of protection that they had known 
in other days—the protection of armament and alliance. 

In his address to the Reichstag Herr Hitler had emphasized 
the purely defensive character of his measures and the peace- 
ful aims of his proposals. But while offering soft words to 
the Western powers, he had turned his oratorical guns on 
Russia. No link with the Soviet government was thinkable, 
because of its “intolerable Bolshevik doctrine.” If he hoped 
by this verbal slaughter to get France to abandon her recent 
understanding with the Soviet Union and to seek new ar- 
rangements with Germany, he was destined to disappoint- 
ment; for on March 12, just five days after Herr Hitler’s 





46 THE UNITED STATES IN WORLD AFFAIRS 


speech, the French Senate completed the ratification of the 
Franco-Soviet pact of mutual assistance by a vote of 231 
to 53.” 

But if, instead, he meant what he seemed to mean, that he 
would like nothing better than to set Fascist and Bolshevist 
at each other’s throats, then the reoccupation of the Rhine- 
land might well lead to grave consequences. Here Germany 
could establish a Maginot line of her own, parallel to the 
original, and thus standing off attack from French quarters 
she would be relatively free to pursue her ambitions south 
and east. Whatever might be Hitler's purpose, whether to 
divert his people from their privations by fixing their 
thoughts on Russia as something worse, or to lull Great 
Britain and France into thinking that they were safe so long 
as he kept the barrage of his invective turned on Soviet 
Russia, or whether he himself felt all the horror and hatred 
of Bolshevism that he gave vent to—no one could say for a 
certainty, since no one but Hitler could speak his mind. But 
the record shows this: that on every appropriate or inappro- 
priate occasion during the rest of the year he came back to his 
theme—the unbridgeable hostility between the theories of 
government and the ideals of life in the German and Russian 
states. And toward the end of 1936, when he threw the 
weight of German Fascism behind the Fascism of Franco in 
Spain, he put substance into the spreading fear that Europe 
might be heading not so much toward the pre-war status as 
toward a period of warring ideologies such as it had not 
known for generations. 


"New York Times, March 13, 1936. 
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CHAPTER FIVE 
FERMENT IN EUROPE 


THE year covered by this book saw certain changes of a 
fundamental character in Europe. Together they made a 
highly charged mixture which threatened at times to break 
out into general war. Fortunately such an explosion did not 
occur; but at the end of the year all the elements were still 
present in aggravated form, dynamic in their behavior and 
deep in the stuff of human nature. Their influence on Euro- 
pean civilization, and perhaps on the civilization of the 
United States, could not be foreseen. 

Of these changes, there seemed to be three more important 
than the rest: the disintegration of the League, the menace 
of Germany, and the antagonism between Fascism, Bol- 
shevism and Democracy. 


1. The Disintegration of the League 


For fifteen years and more the League of Nations had 
stood as the symbol and instrument of international order. 
In spite of constitutional limitations which were recognized 
from the start, in spite of its negative failure in Manchuria, 
it embodied until the end of 1935 the hope of men and 
women the world over that it would be able to fulfil the 
purpose for which, in their minds, it had been created. It 
had been created, they thought, to stop international war- 
fare. Wiser heads warned against entertaining such illusions. 
They spoke of many useful functions which the League was 
performing and could perform apart from any service which 
it might render as a police force. They tried to make it clear 
that the chain of League action was no stronger than its 
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weakest member link, and that, because of the requirement 
of unanimity, no such organization could act promptly and 
effectively in a crisis, particularly against a member state. 

This “realistic” view had gained some ground as the 
post-war years proceeded, and longer experience did not 
contribute to greater optimism. Nevertheless, beginning with 
September 11, 1935, when Sir Samuel Hoare made the prom- 
ising suggestion at Geneva that some redistribution of raw 
materials might be worked out in favor of needy countries, 
and on through the unexpected and unprecedented imposi- 
tion of sanctions against Italy on November 18, down to the 
fatal Hoare-Laval agreement of December 8—throughout 
the whole of those three historic months there was some real 
hope that through the intervention of the League interna- 
tional warfare could be stopped. Here, in Italy’s case, was a 
flagrant violation of the Covenant and special treaties; here 
was an aggressor peculiarly vulnerable to the application of 
sanctions; here was Ethiopia, an independent state and a 
member of the international society, appealing for protection. 
Never in its history had expectations of the League been so 
high as they were on the eve of its collapse. The height of 
those hopes measured the depth of the disillusionment that 
followed. 

By the spring of 1936 the defeat of the League was turning 
into a rout. The British government, after five months of 
hesitation, declared on March 2 for an oil sanction, but 
France refused to follow.* The Council, knowing nothing 
else to do, appealed once more to Italy and Ethiopia to com- 
pose their dispute. Ethiopia accepted promptly, Italy “in 
principle;” and for more than a month the Council’s Com- 
mittee of Thirteen tried to find an expedient or a formula 
for bringing the two parties together.? But the more the com- 
mittee labored, the more intense became the Italian drive in 
East Africa. While Mussolini’s delegates at Geneva sparred 


* League of Nations, Official Journal, Special Supplement, No. 149, p. 13. 
* Ibid., April, 1936, 395 ff. 
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for time, Mussolini’s armies pushed forward vigorously to 
beat the rainy season, employing gas attacks and aerial bom- 
bardment of undefended villages to speed up the advance, 
until, on their way toward the Ethiopian capital, they already 
controlled more conquered territory than France and Great 
Britain had offered them in December. On April 15, the 
committee was formally notified that Italy would not nego- 
tiate in the presence of any League observer, nor state her 
terms to the League, nor even talk with an Ethiopian dele- 
gate in Geneva.® The deadlock was complete, and it was clear 
that Mussolini intended to dictate the terms of peace from 
the cannon’s mouth. 

At the Council meeting of April 20, France and Great 
Britain were still wrangling—it had gone on for a month— 
over oil sanctions. So the Council, which had previously be- 
sought both Italy and Ethiopia to discuss terms of peace, 
now recognized the realities and addressed a ‘‘supreme ap- 
peal” to Italy alone to settle the dispute in “that spirit which 
the League of Nations is entitled to expect from one of its 
original members and a permanent member of the Council.’ 
This was all that remained to do, and then there was a three 
weeks’ adjournment. When the Council met again on May 11 
General Badoglio had been in possession of Addis Ababa for 
six days, the Emperor Haile Selassie was sojourning tem- 
porarily in Palestine, where he had been taken by a British 
warship, and Mussolini had proclaimed the annexation of 
Ethiopia with King Victor Emanuel III as Emperor. 


2. Post Mortem at Geneva 


At the May meeting of the Council the Italians wanted 
their conquest recognized at once. This was too much for the 
Council to swallow, so the Italians withdrew. Would sanc- 
tions be continued? Yes, they would be continued. But the 
smaller states showed signs of worry. Had not a weak coun- 


* League of Nations, Official Journal, April, 1936, 361. 
* Ibid., 393. 
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try, in spite of sanctions, just been “liquidated” under their 
very eyes? What protection did they themselves have now? 
What if there should be retaliation against them for the part 
they had played, for the support they had given to the 
League? Could the League protect them? On this matter the 
Scandinavian states, Holland, Spain and Switzerland had 
already conferred. Chile thought that sanctions no longer 
served any useful purpose; Ecuador withdrew her support; 
and the Argentine delegate asked in due course that the 
whole issue be aired before the Assembly.® 

So, on June 30, the Assembly met, with the Italian dele- 
gates absent. The extraordinary spectacle of the Emperor of 
Ethiopia, with black face and white robes, come to plead his 
cause. The ejection of the hoodlums of the Italian press. And 
the Emperor, a striking figure, rising before the parliament 
of the world to relate his story from beginning to end: how, 
with implicit faith in the League to “insure the reign of right 
and the failure of violence,” he had made no preparation for 
war; how, when the Italian invasion began, he had found it 
impossible to obtain arms for defense from members of the 
League; how grievously his people had suffered from the 
poison gas of the invaders, employed in contravention of the 
laws of warfare. Let the League not bow to force by recog- 
nizing the Italian conquest! Let the delegates take heed that 
“God and history will remember your judgment!’ 

But nothing short of armed force could now deprive Italy 
of her triumph, and whatever the morals of the case might 
be, no European present at that meeting was prepared to 
follow the logic of the Emperor's elevated address, and put 
civilization into jeopardy to restore freedom to one of the 
most backward nations on earth. Fifteen days later sanctions 
were suspended and the problem of recognizing Ethiopia as 
part of the Italian Empire was met, on the one hand, by 
reaffirming the principles of the Covenant and of other pro- 


® League of Nations, Official Journal, June, 1936, 539-541. 
* Ibid., Special Supplement, No. 151, 22-25. Cf. also Appendix II. 
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nouncements “excluding the settlement of territorial ques- 
tions by force;” on the other hand, the principle having been 
restated, the door was left open for each member of the 
League to decide upon its own course of action." 

So Italy, through thick and thin, remained a member, and 
in her own eyes a loyal member of the League. And when 
the Christmas season came around Great Britain and Musso- 
lini set their seals to a paper wherein was recorded their 
community of interests and their ancient and honorable 
friendship, behold these many years. 


3. The International Order 


As early as June ro, Mr. Neville Chamberlain, speaking 
unofficially before a British club, had sounded the retreat 
from the League. “If we have retained any vestige of com- 
mon sense,” he said, “surely we must admit that we have 
tried to impose upon the League a task which was beyond 
its powers.”® But the task remained, whether the League was 
capable of dealing with it or not, and some régime would 
inevitably be set up, under a modified covenant, under re- 
gional pacts, or under military alliances and a balance of 
power such as prevailed prior to 1914. 

“It might be wise to explore the possibilities of localizing 
the danger spots of the world,” added Mr. Chamberlain, 
“and trying to find a more practical method of insuring 
peace by regional arrangements.” Such suggestions were rife 
at Geneva as the Italian episode came to its end. Might not 
such a modification bring the United States and other non- 
member countries back into the League? Denmark and the 
Netherlands wanted its future activities restricted to a con- 
sultative rdle. France, per contra, was suddenly filled with 
zeal for the theory of collective action, and M. Léon Blum, 

* League of Nations, Official Journal, Special Supplement, No. 151, 66-68. 


The United States arms embargo was lifted on June 20. 
* Times (London), June 11, 1936. 
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the new Premier, now thought it “necessary to accept the 
possibility of war in order to save peace.”® M. Litvinoff ap- 
plauded. The Mexican delegate, thinking perhaps of the 
United States and its nearness to his own country, withdrew 
from the Assembly because he could not countenance any 
relaxation of the rigors of the Covenant. So to quiet the 
confusion of tongues, it was decided that members of the 
League should submit proposals for its reform, to be pre- 
sented in the autumn.° But through the texture of this deci- 
sion ran uncertainty as to what the future structure of the 
League might be, and greater uncertainty still as to whether 
any reform could be undertaken for the present, since it 
would appear that the triumph of Italy and the new menace 
of Germany—two elements of force—had compelled the 
remaining members to refashion the Covenant not in wisdom 
but in fear. 

In the meantime, what hope for Europe might lie in 
“regional arrangements” such as Mr. Neville Chamberlain 
had recommended as ‘‘a more practical method of ensuring 
peace”? If by that expression he meant the type of under- 
standing represented by the series of Washington Treaties, 
they too like the League had collapsed when Japan served 
notice to terminate them. Or if he had in mind the Locarno 
Pact, Germany had declared it ““dead;” and though she had 
suggested, in general terms, a similar regional arrangement 
to take its place, all the King’s messengers and all the King’s 
men with dispatch boxes, and all the questionnaires con- 
tained therein could not induce Hitler to clarify his notions 
as to what such an arrangement might be.™ 

The march of events in Europe was too fast to permit of 
waiting for the League to reform itself, too fast to allow the 
temperamental Hitler all the time he wanted to make up his 
mind. And from the practical point of view, any Locarno-like 
agreement had great disadvantages; for how could Great 


® League of Nations, Official Journal, Special Supplement, No. 151, 21 ff. 
 Tbid., 66. 
“= Cf. Chapters II and III. 
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Britain hold herself ready to move either to Germany's sup- 
port or to France’s support in case either were attacked by 
the other? Was she supposed to have a military, naval and 
ait force capable of meeting either one of two quite different 
contingencies? Was it expected that her greatest military 
weapon of all, public opinion, could be kept in such a state 
of impartiality, yet in such a tension of expectancy, that it 
would line up promptly behind either France or Germany as 
circumstances might dictate? 

So, without abandoning the project of League reform, and 
without forsaking the principle of regional pacts, European 
states began as a matter of expediency to return to the régime 
of alliances—explicit military undertakings—such as they 
had known before the war. Self-protection in the midst of 
explosive elements required prompt action. Other more ideal- 
istic experiments had failed. And if it was recalled that 
alliances had been a condition precedent to the Great War, 
and perhaps had played an important part in bringing it 
about, it was remembered in more optimistic quarters that 
such a system had succeeded in preventing “‘at least seven 
great European wars’ between 1871 and 1914, and that a 
frank return to it, after all, might lighten the present “at- 
mosphere of unprecedented and continuous crisis,” for a 
world which lived “in paralysed expectation of the recur- 
rence of that war which practically all its people had indi- 
vidually and solemnly renounced.’’* 


4. The Menace of Germany 


Just as the prospect of alliances took memory back to the 
days between 1911 and 1914, even more striking was the 
similar place which the new Germany occupied in the recon- 
stituted situation of Europe. Again her armed expansion was 
the one great menace to Continental peace. Again, after dis- 
agreements and divergencies of policy, Great Britain and 


*R. B. Mowat, The European States System, 80. 
%*G. M. Gathorne-Hardy, A Short History of International Affairs, 4. 
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France recognized their common interest in a common de- 
fense against Germany's ambitions. Again, under Sovietism 
as under Czarism, Russia’s lot was thrown in with France. 
Again Italy's status was uncertain—opposing Germany’s de- 
signs on Austria with massed troops on the Austrian border; 
contesting, and contesting with the threat of armed force, 
Great Britain’s attempt to stop her progress toward the con- 
quest of Ethiopia. 

In Paris, in 1919, James Brown Scott commented in con- 
versation one day on two of the peace settlements: ‘The 
Austrian treaty,” he said, ‘is not the less important event 
you seem to think it is; it marks the end of the Holy Roman 
Empire. And the German treaty, which you speak of with 
awe and finality, will prove to be nothing but a brief set-back 
in the march of German history.” Led fifteen years later by 
a mystic who commanded the support and perhaps the fidel- 
ity of the German people in a degree that the Kaiser had 
never known, determined to lift its own national spirit out 
of humiliation—the humiliation of losing the war, of being 
forced to admit sole responsibility for it, of having its col- 
onies taken away on the ground that it was not fit to govern 
them, of being deprived of Continental territory, of being 
tied down by treaty restrictions—thus humiliated and deter- 
mined to rise out of it, the German Reich in its mass psychol- 
ogy showed all the aggressive signs which go with the sense 
of inferiority. 

Under Hitler a totalitarian state had been set up. Mem- 
bers of hostile political groups had been massacred. Jews had 
been persecuted. The Protestant and Catholic churches had 
been harassed as elements in the state supposed to detract 
from that unqualified submission to the New Germany which 
Nazi doctrine demanded. And there also prevailed a com- 
plete control of the press, of the radio and of private opin- 
ion. With the result that the German citizen heard only 
what the Fiihrer wanted him to hear, read only what he was 
permitted to read, worked at such wages as the government 
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allowed, kept such profits as were permissible under the 
system, lived on rationed meat and rationed butter, while the 
military budget increased rapidly, armament factories turned 
out shells at a furious pace, and the finances of the nation 
grew more and more unstable. An unproductive economy, 
requiring either the import of raw materials or costly substi- 
tutes for them, carried the civilian population from one re- 
stricted level of living to another, gradually down to the 
danger point. 

It was a government by surprises, the new Reich, by sallies 
in diplomacy which came without warning and so far had 
met with almost unbroken success. It was a state in which 
external obligations were either repudiated blandly or 
blandly entered into, not as contracts but as opportunistic 
measures. In law, art, literature, science, philosophy, educa- 
tion, sport and religion, Nazi Germany, in the short space of 
four years, had left the moorings of European civilization, 
and was sailing an uncharted sea.** But the threat of war 
did not lie in these elements. It lay rather in the tension in 
which the German people had come to live, and in the fear, 
based on history and human experience, that such tension 
could not continue without breaking, and that the break 
would come through the safety valve of war. 

Against whom, in what direction, for what national pur- 
pose would such a war be launched? Well, in whatever direc- 
tion the armies might eventually march, it could not be said 
that Hitler had not given fair warning! France, in the text of 
Mein Kampf, was “the irreconcilably deadly enemy of the 
German people.” Poland still surrounded Danzig, one of the 
few German irredentist areas on the Continent. Belgium 
feared attack, and for her better protection withdrew from 
her traditional alliance with France and adopted a position 
of neutrality. Czechoslovakia was penetrated by Nazi agents 
and Nazi propaganda and increased her army and her arma- 
ments to meet the blow that might fall on her at any mo- 


“ Hamilton Fish Armstrong, We or They, 3-25. 
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ment. Italy (in the spirit of Fascist fellowship and as from 
one dictator to another) had reached an understanding with 
Germany over Austria which banked the fires started by 
Hitler two years before when his men tried to take Vienna 
into camp by arms and assassination. The British General 
Staff laid plans to repel a German air attack on London, and 
against Great Britain was directed Hitler's claim to get back 
colonies taken from Germany by the Versailles Treaty. 
Belgium and the Netherlands were assured from Berlin 
that Germany had no designs in their direction. But such a 
pronouncement could hardly lead to peace of mind. And 
Switzerland, slow to receive such reassurances, began to 
imagine that her protected territory, neutral through all 
recent history, might turn out to be the Belgium of the next 
conflict. 

Even in the days of the “shining armor’’ worn on the way 
to a ‘‘place in the sun,” the Kaiser had never covered ground 
so sweepingly or so handsomely. Hitler piled up enmities as 
he piled up munitions and poured over both the explosive 
oil of venom and vituperation. For Soviet Russia he reserved 
his bitterest attack and his choicest invective. It was impos- 
sible, he told the Reichstag in March, 1936, to build a con- 
necting bridge between the Bolshevik revolution and the 
neighboring states; for Europe was divided into two parts— 
the area dominated by the national cultures of the Western 
World, and the area governed by that “intolerable Bolshevik 
doctrine . . . which preaches destruction.”” 

Such circumstances as these were never envisaged by the 
founders of the League sitting in Paris in 1919. The German 
people, dissociated from their rulers by rationalization and 
diplomatic verbiage, were to live peaceably in that democracy 
which they were supposed to long for in their heart of 
hearts. Germany’s disarmament was to be followed by reduc- 


% “From Agadir to Nuremberg,” Round Table, No. 105, December, 1936, 
95-109. 

% Text in New York Times, March 8, 1936; reprinted in International 
Conciliation, April, 1936. 
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tions elsewhere; and the unnatural courses of war-time trade 
were to be restored to normal channels. Instead, by 1936, 
German nationalism was on the march again. In the front of 
the column rode Der Fiihrer, and behind him rode Four 
Horsemen: Anarchy, Autocracy, Autarchy, and Arms. 


5. Fascism, Bolshevism and Democracy 


To people of the United States who watched with close 
and anxious interest the trend of international affairs in 
Europe in 1936, there was no development so baffling as the 
appearance of a Fascist front against Bolshevism. When the 
year began, one could have guessed that the Italians might 
win out in Ethiopia and that the end of the naval treaties 
and the Pacific régime was in sight. The reoccupation and 
remilitarization of the Rhineland by Germany could have 
been foreseen as the next step in her effort to free herself 
from the restrictions of the Versailles Treaty and regain 
equality of status with other great powers by rebuilding her 
military strength. The principle of collective security was in 
a critical test; but the very fact that the test was being 
watched, morning and night, for reports of success or reports 
of failure, showed that the possibility of failure had been 
reckoned with. It lay in the cards that armament programs 
would be pushed, that new military alliances would be 
formed and that the United States would withdraw as far as 
possible into a position of neutrality. 

But where was there any one with second sight to see that, 
by the end of the year, the German Reich would be the spear- 
head of a Fascist International? Surely Hitler had his hands 
full already. There was bread to provide for the bread lines, 
butter to provide for the butter lines—cannon to provide for 
the cannon lines! There were the last of the Jews to mop up, 
the last of the leaders of the Christian churches to damp 
down, there were half a million men to be added to the 
army as quickly as possible. There was the task of making 
Germany independent of war-time necessities on military 
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grounds, and independent of peace-time necessities on eco- 
nomic grounds. There were the inequities of the Versailles 
Treaty to be repudiated, and there was the Rhineland to be 
remilitarized. There was the problem of finding funds to do 
these things, with the national credit said to be on the verge 
of collapse. There was Danzig to be extracted from the 
Poles, an irredentist minority to be gathered in from the 
Czechs, colonies to be procured from the British Empire, 
and the Ukraine to be taken away from Soviet Russia. 
German nationalism, it seemed, had quite enough to do 
without becoming international. 

And surely Italy after the Ethiopian War ended would 
need a period of time to put her financial house in order, 
negotiate a foreign loan, repatriate part of her army, adjust 
industries to a peace-time basis, begin the work of coloniza- 
tion which she had fought a war to begin, and mend the 
diplomatic fences which had been broken down in the course 
of her contest with Great Britain and the League. 

But in spite of the weight and difficulty of Germany’s 
problems, which would have occupied the whole attention 
of any democratic state, Hitler announced in March, 1936, 
that it had become his mission to save European civilization 
from the “‘Bolshevik-Jewish” danger. On October 25, he and 
Mussolini publicly agreed to oppose Communism and take 
concerted action in respect to “parallel interests.” On No- 
vember 25, Hitler published the terms of an agreement be- 
tween Germany and Japan to make common cause against 
Bolshevism. And in the last days of the year the Chancellor 
and his General Staff were considering what reply they 
should give to a request that 60,000 German troops be sent 
to Spain to aid the Fascist cause. 

The greater part of Europe, and perhaps the rest of the 
world, was in the same roped-off ring with a phenomenon. 
It was not the resurgence of Germany as a military power of 
the first rank. It was not the growth of Italy’s strength and 
discipline joined to her ambitions in the Mediterranean. Nor 
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was it the fact that these two states were uniting under the 
flag of Fascism. The phenomenon was Hitlerism itself, which 
denied—and so far had successfully denied—all the tenets 
of Democracy, and under the guise of war against Com- 
munism was sowing winds which the Continent had not felt 
stirring the air since the days of the French Revolution. At 
every essential point Democracy and Hitlerism were poles 
apart. Instead of a head of the state responsible to the elec- 
torate, there was a dictator responsible to his ‘‘voices’’ alone. 
Instead of a parliament or congress, there was a group, still 
called the Reichstag, but now employed to sit in a room, 
deaden its echoes and improve the tonal qualities of the 
dictator's broadcast. Instead of a free press, free speech, free- 
dom of thought, there was a propagandist press, a network 
of spies, and a travesty of philosophy and science. Instead of 
a respected church, there was persecution. Instead of the indi- 
vidual, there was the mass. Instead of standards of living, 
there were standards of sacrifice. Instead of contract, there 
was chicanery. Instead of persuasion, there was command. 
Instead of a government molded by the people, there was a 
people molded by the government. Instead of peace in 
prospect, there was war: “for war” wrote Hobbes, ‘‘con- 
sisteth not in battle only nor in the act of fighting: but in a 
tract of time, wherein the will to contend by battle is sufhi- 
ciently shown.” 

At every turn Hitler’s theory and practice of government 
ran counter to democracy. In fact, in each important respect 
he followed the pattern of internal discipline established in 
Soviet Russia. Yet it was not to the destruction of Democracy 
that he dedicated the German state, but to the destruction of 
Communism. The Third Reich, which was his creation, had 
been built upon one ideological base, that of national 
unity. To this end every means had been subordinated, em- 
ployed, or perverted as the need arose. The German entity 
had become something greater than the sum of all its parts 
by their fusion and transmutation. Hence his hatred for a 
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doctrine—Communism—which preached salvation through 
the proletariat revolution, and so far as it had designs on 
Germany could only realize them by destroying that unity 
which he had created, like Bismarck before him, with blood 
and iron. 

Until the latter part of 1936 it was commonly thought that 
Hitler’s attack on Communism delivered before the Reichstag 
in March had been intended as a warning to the Kremlin 
that no interference would be tolerated, and perhaps also as 
a warning to any residual Communists in Germany who had 
not been discovered and put into concentration camps. To 
some there had seemed to be an implied threat in his covetous 
language about the wheat fields of the Ukraine. So perhaps 
there might be war some day between Germany and Russia 
over territory and raw materials, perhaps two dictators might 
fight it out for the supremacy of the Continent. But there was 
no reason then to think that Hitler would take Nazi philos- 
ophy as such into action against Communism. For the Krem- 
lin had become relatively passive; it had long since aban- 
doned the theory of engineering a world revolution, in order 
to concentrate on the Communist experiment at home, “wait- 
ing meanwhile, for capitalism to destroy itself in war.” 

Therefore German intervention in the Spanish civil war 
in the latter part of the year had this importance: it showed 
that Hitler’s hostility toward Communism was not self-pro- 
tective but aggressive, that he was ready with armed force 
to promote his political ideas in other countries than Ger- 
many, and that he was prepared to act with a considerable 
degree of recklessness. Hitler had presented himself as the 
savior of civilization. Democracy had not acknowledged his 
advent, but it began to look as if Democracy would have to 
deal with his pretensions willy-nilly, just as it had had to 
deal with the foreign activities of Communism. In the apos- 
tolic order the Third International had now been succeeded 
by the Third Reich. 

The authors of this book are in no position to discuss the 
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civil conflict in Spain and its issues. They do not know what 
its true Origins were, nor have they been able to obtain an 
Anglo-Saxon understanding of it from any source—more 
especially from any one of several Spanish sources. They do 
not know how much help Soviet Russia gave to the Loyalist 
government, nor the extent to which General Franco’s rebel- 
lion was supported by Berlin and Rome. The war is con- 
tinuing with undiminished force as this book goes to press. 
There is no way of estimating whether a so-called Fascist 
success or a so-called Communist success in the Spanish area 
is more likely, or which would be more dangerous for the 
peace of Europe and for the democratic ideal. How can one 
tell, at this juncture, whether Mussolini has committed him- 
self with sincerity to act with Germany in a Fascist Inter- 
national; and how is it possible to know whether the Japanese 
will follow up the highly doubtful advantage which accrued 
from their understanding with Hitler of November, 1936? 

It is important, however, to reflect upon the implications 
which are bound up with the theory of the National Socialist 
state in Germany. It must be true that if any nation keeps its 
eyes forever fixed upon the end, without consideration of 
the means, and if that end is the full realization of nation- 
hood, and if personal liberties and comforts and aspirations 
have all been ordered sacrificed to attain that end, then the 
attainment must show results commensurate with the sacri- 
fice. Those results must be either by way of physical benefits 
to the people or by way of emotional satisfactions. There 
seemed to be no way, in Hitler’s Germany, to arrive at 
physical benefits without destroying the four-year program of 
national self-sufficiency. The emotional satisfactions to be 
derived from regaining self-respect within the territorial lim- 
its of Germany had been fairly well exhausted by the end of 
1936. But unless the Nazi internal régime were to break 
under the weight of its own exactions, still further emotional 
satisfactions would have to be provided; and it was difficult 
to see how any territorial nourishment could be found for 














62 THE UNITED STATES IN WORLD AFFAIRS 


Germany's new nationhood without coming into conflict with 
some other great power. 

Great Britain and the other democratic states of Europe 
had two reasons, therefore, to fear what Hitler might do: 
first, because they saw danger to democracy as a mode of life 
and government in the growth of the Nazi technique of 
internal state discipline; second, because Nazi international 
ideology threatened to take territory from them in order to 
get its required satisfactions. If Italy and Japan, for their 
own ends, were to give active support to Germany, that com- 
bination of three militant dictatorships would be formidable 
indeed; perhaps too formidable for the democratic states to 
withstand. Nevertheless against the strength of these three 
together, or against Nazi Germany alone, the democracies 
were bound to begin to weigh their resources. They were 
strong financially, France and Great Britain. They were 
strong on the sea, they were rapidly becoming stronger in 
the air. They were in full agreement as to their common 
interests in Western Europe, and were working to arrive at a 
satisfactory understanding over the Franco-Soviet pact of 
mutual assistance and the obligations which it might entail. 

Yet as compared with the phenomenon of Hitlerism—a 
nation of 66,000,000 people already on a war-time basis in 
its spirit, in its discipline, in its armaments, and in its econ- 
omy—democracy disclosed certain weaknesses. Measured 
against Germany's astounding recent political successes, what 
could France boast for 1936 except that the franc had been 
devalued without riots and that M. Léon Blum had kept his 
premiership longer than expected? What could Great Britain 
boast as evidence of the strength of democracy except that 
the pound had been managed successfully and that the Four 
Estates had united at the time of a constitutional crisis which 
ended in the abdication of a King? These were important 
achievements in themselves, and they had been accomplished 
by the democratic process. But might not democracy be ex- 
hausting itself in keeping itself alive while Hitlerism was 
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moving swiftly from one manifestation of power to another? 
It was deplorable in the eyes of democracy not to prefer 
“butter to cannon’’; but the fact remained that in the German 
Reich cannon came before butter, and the entire population 
submitted to the deprivation for the sake of the state. 

The year 1936 came to its end, its job badly done. It had 
seen the eclipse of the League, and it had left in its place no 
elements of an international order except in so far as a new 
balance of power in Europe might serve a temporary purpose. 
It had seen Hitler’s Germany rear up as a menace to Con- 
tinental peace, and the nations plunging into an armaments 
race. It had seen German Fascism challenge Communism and 
threaten Democracy and draw the Italian dictatorship and 
the Japanese military oligarchy to its support. To 1937 it left 
a heritage of critical questions: 

Could Nazi Germany maintain her internal unity in spite 
of her economic situation, her difficulties with the Christian 
churches, and the rumored dissatisfaction of certain impor- 
tant industrial leaders? 

Would Germany strike, and in what quarter would she 
strike? 

In which direction, as the months went on, would Italy 
throw her influence? 

Would France and Great Britain be strong enough to dis- 
courage the aggression of dictatorships, or to protect them- 
selves in the event of war? 

Could the democratic powers consolidate their strength 
without adopting, in the time of peace, the war-time disci- 
pline that had made Germany so formidable? 

And would the Congress of the United States, wishing to 
remain neutral and keep the country out of war, pass such 
legislation as would tend to cripple other democratic states 
in case of war with the dictatorships? 

These and other questions of equal moment were being 
asked on all sides at the end of 1936. Europe was in transi- 
tion and the outcome was on the knees of the gods. 


CHAPTER SIX 
FERMENT IN THE FAR EAST 


EUROPEAN events during 1936 had prior call on American 
newspaper space and headlines over affairs in the Far East. 
There were a number of reasons why this should be so—the 
more vivid dramatic quality of European news, the closer 
geographical situation, the European ancestry and heritage 
of the greater part of the people of the United States, the 
millions of Italians, Germans, Jews, Poles, Russians and 
Czechs who live on this side of the Atlantic, many of them 
still speaking their own native language, many of them 
reading no other daily paper than the one published for their 
consumption by the foreign language press. Yet regardless of 
the extent of that interest in European actualities, the spirit 
of political estrangement from them was intensified as the 
year proceeded, until a popular conviction grew up that the 
United States could not be an effective force in European 
affairs, should not try to be any kind of force at all, and must 
do everything possible, in advance of the event, to insure 
itself against “being dragged into another war like the 
last one.” 

And there, to the westward, was the Far East. News from 
that quarter was less in amount than the news from Europe, 
and less trustworthy. The scene was twice as far away. 
Names were confusing, Oriental diplomacy was bewildering, 
and every now and then there occurred a fantastic episode 
which made one mistrust, first his ears, and then his own 
rational powers. There were few Chinese and Japanese to 
be found from Maine to California, and they were wholly 
without political influence. America’s money commitment on 
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the mainland of Eastern Asia was relatively small and the 
cultural ties across the Pacific were very slight. Yet, as con- 
trasted with the unwillingness of the general public to risk 
anything to protect its vast stake in European civilization, 
there was a deep if inexpressive concern about developments 
in the Far East and the part which the United States might 
play. There was a feeling that as between Japan and China, 
Japan and Russia, Russia and China, the waters were mov- 
ing; a sense of uneasiness about the position of the Philip- 
pines. Would Japan’s tumescent ambition continue to swell, 
or would it die down? Could China integrate herself in time? 
And some people in the United States felt sure that in spite 
of its peaceful professions, in spite of all the “permanent 
neutrality legislation” that Congress might think up, some 
day, somewhere in the Pacific, this country would find itself 
embroiled. 


1. Japanese Expansion and Western Opinion 


Rumblings from the Far East continued to reach Wash- 
ington from time to time during 1936. As in previous years, 
the reverberations were of varying intensity, but their cause 
was always the same—the unremitting pressure of Japan’s 
military power upon the Asiatic mainland. Thirty-one years 
of encroachment had placed her in control of Korea, Man- 
churia and Jehol successively. And still the pressure con- 
tinued. Even a portion of China proper was in the grasp of 
her hand, for by the Truce of Tangku, signed on May 31, 
1933, Japan had forced all Chinese military detachments in 
the North to withdraw below the Great Wall, and was prac- 
tically ruling a zone in Northern China inside the Great Wall 
which de jure was under the government in Nanking. 

While Japan was thus extending her power southward 
from Manchuria, she was also extending it westward through 
Chahar and other parts of Inner Mongolia along a line 
parallel to Outer Mongolia. Her western advance involved 
special complications, for it threatened trouble with Soviet 
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Russia, which had maintained a sphere of influence in Outer 
Mongolia since 1921: but so far the conflict of interests had 
been exhibited only in a few border incidents and an occa- 
sional exchange of Foreign Office “billingsgate,” none of 
which as yet had caused any serious consequences. 

The expansionist ambitions of Japan found few sympa- 
thizers in the Western World. And this was not without 
importance; for Japan was more sensitive to Western opinion 
than her outward attitude revealed. The refusal of other 
nations to recognize that masterpiece of her soldier-crafts- 
men, the state of ‘““Manchukuo,” put no practical check on 
Japanese military policy, but it carried a reminder neverthe- 
less, and Japanese spokesmen almost involuntarily assumed 
a defensive réle whenever they discussed Far Eastern affairs. 
For example, speaking before the Japan Society in New York 
in January, 1936, Ambassador Saito explained his country’s 
policy as follows: 


Up to the time of the World War all the great nations of the 
West possessed territory in East Asia which they had taken from 
the Chinese or other people near to Japan. These Occidental aggres- 
sions had caused the Japanese to wage several minor wars and at 
least one major war. Naturally our people want no repetition of these 
Western encroachments into their sphere of the world. The United 


States would countenance favorably none in any part of the Ameri- 
cas from Europe or Asia. 


This attempt to point a parallel between Japanese policy 
toward China on the one hand and the policy of the Monroe 
Doctrine toward Latin America on the other was not con- 
vincing. It was effectively disposed of by Senator Pittman, 
Chairman of the Senate Foreign Relations Committee, when 
he said in Congress, “We are seeking to preserve the republics 
of Latin America, not to destroy them.” He added that the 
authentic Monroe Doctrine for China was the Nine Power 
Treaty, in which the leading nations, including Japan, had 
guaranteed her territorial and political integrity.* 


2 Congressional Record, LXXX, 1703. 
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2. The Military and the Moderates in Japan 


In dealing with China two distinct policies had developed 
at Tokyo—the “friendship” policy, which for some years had 
been fostered by the Foreign Office, and the “positive” policy 
pursued by the army. There was not much difference in the 
formulas employed by these two groups when they stated 
what their national policy should be. “Japan will not and 
cannot forsake China,” said a spokesman for the Foreign 
Office; for otherwise “China would go to ruin and Japan’s 
mission to support permanent peace in the Orient would fail 
utterly.”* The moderate leaders agreed with the military that 
Japan had special interests on the mainland which she was 
bound to protect, but differed radically from them in that 
they advocated protection through codperation rather than 
through coercion. 

For several years moderate leaders had held the offices of 
Premier and Minister of Foreign Affairs while the War 
Office remained in the hands of the militarists. The army 
was never controlled by the civilian Cabinet; it was an im- 
perium in imperio. The general staff had direct access to the 
Emperor; it formulated its program independently, obtained 
the royal consent, and put its plans into execution whether 
the Cabinet approved or not. Its aggressiveness bore fruit 
in the conquest of Manchuria in 1931, the attack on Shanghai 
in 1932, the withdrawal from the League in 1933, the 
denunciation of the Washington Naval Treaty in 1934 and 
the attempt to establish a military protectorate, disguised as 
autonomous government, over parts of China in 1935-1936. 
The influence of the moderates was less spectacular but was 
seen in the purchase of the Chinese Eastern Railway from 
Soviet Russia in 1935, when the military were believed to 
favor taking it by force. 

Mr. Hirota, who became Foreign Minister in 1933, was 
one of those who sought to improve relations with China by 


* The People’s Tribune (Shanghai) XIV, 366, September 1, 1936. 
*Cf. The United States in World Affairs, 1934-1935, 160-161. 
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diplomatic methods. In June, 1935, he raised the Minister to 
China to the rank of Ambassador. In October of that year he 
announced that conversations had been started with a view to 
settling difficulties in accordance with three basic principles: 
(1) the recognition of ‘““Manchukuo” by Nanking; (2) the 
suppression of anti-Japanese activities in China, with the 
establishment in their stead of effective collaboration with the 
Japanese government; and (3) codperation with Japan for 
the eradication of Communism. While there was no hint of 
leaving China to the Chinese in this program, it was pre- 
sented in the form of proposals and not in the form of 
demands. That was an improvement in form tantamount to 
an improvement in substance. But the Nanking government, 
with self-protective evasiveness, found the proposals too 
vague to serve as a basis for practical discussion. There the 
matter rested for the time being. When Mr. Hirota became 
Premier in 1936 his proposals reassumed importance. As 
Ambassador to China he appointed Mr. Hachiro Arita, an en- 
lightened and experienced diplomat. Shortly afterwards Mr. 
Arita was called to Tokyo as Foreign Minister, and his pro- 
motion was regarded as further evidence of the purpose of the 
Hirota Cabinet to smooth out the troubles with China. 

Like many Japanese bankers and industrialists, the mod- 
erate statesmen believed in expansion, but none of them 
wanted it at a rate and a cost which would subject the nation 
to financial strain. They were alarmed at the yearly demands 
of the army and navy, and their political representatives 
strove to keep appropriations for the services within reason- 
able limits. They were alive to the need for foreign trade 
and to the value of developing the Chinese market and were 
aware that this could be done only in an atmosphere of 
codperation. In 1934, when General Sadao Araki, a strident 
militarist, was succeeded as Minister of War by General 
Senjuro Hayashi, the prospects for a time seemed favorable 
for a rapprochement between the military and the moderates. 
But General Hayashi was hampered in his plans to liberalize 
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the army’s Chinese policy by a strong nationalist majority in 
the lower house of the Japanese Diet. 

At the general elections on February 20, 1936, the 
moderate groups gained a majority in the Diet. To the 
extremists in the army this was disconcerting; and on 
February 26, less than a week after the election, they 
attempted to overthrow the government by violence. 
Simultaneous attacks on Cabinet members in their homes 
resulted in the assassination of Finance Minister Takahashi, 
of Viscount Saito, Lord Privy Seal, and of General Wata- 
nabe, the Inspector General of Military Education. Admiral 
Suzuki, the Lord Chamberlain, was wounded. Premier Okada 
escaped by chance, and the conspirators slew his brother-in- 
law, who resembled him. 

About 900 officers and men were implicated in the con- 
spiracy. The uprising was due not to resentment at private 
wrongs but to excited patriotism. The revolting soldiers sin- 
cerely believed that they were rescuing their Emperor and 
their country from men with treasonable motives, and they 
expected the country to rise and to proclaim them. But after 
holding out for several days in previously prepared places of 
defense, they realized that neither their army colleagues nor 
the civilian population would join them, and they surren- 
dered. Some of the leaders committed suicide and many of 
the rebels were imprisoned or dismissed from the army. 

The net results of the coup were difficult to appraise. On 
the one hand, constitutional government seemed to be 
strengthened when the Emperor forcibly suppressed those 
who had imagined themselves to be acting in his behalf. 
Moreover, Mr. Hirota, to whom the militarists had strongly 
objected, now became Premier. There were numerous resig- 
nations and transfers in the army, including the withdrawal 
of General Araki from the Supreme War Council. But the 
militarists had taken the life of Finance Minister Takahashi, 
the man who had led the fight against further increases in 
the military budget, and by terroristic methods they had 
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warned the moderates of what they might expect if they 
persisted in blocking the army’s program. As a result of this 
program, much of Northern China was already in the grip 
of Japan, in spite of representations by the United States and 
Great Britain. How this collusive conquest had been effected 
needs to be told here, but only in brief outline. 


3. The Autonomy Movement 


The province of Hopei in Northern China contains the 
important cities of Peiping and Tientsin. The province of 
Chahar, adjoining it on the Northeast, lies in Inner Mon- 
golia, and to the Japanese military mind it was an “ideal 
area,” which would serve both as a buffer against Russian 
attacks on ‘““Manchukuo” and as a bar to joint action by 
China and the Soviet Union against Japan.* In the summer of 
1935 the Japanese army leaders disclosed their real objective. 
Citing a number of border incidents as a pretext, they de- 
manded the removal of Chinese troops from the provinces of 
Hopei and Chahar and the displacement of civil officials 
there whom they regarded as unfriendly to Japan.® 

A few months later, while other great powers were pre- 
occupied with the Italo-Ethiopian dispute, Japanese military 
leaders seized the opportunity to apply further pressure. 
Under the cover of a supposedly indigenous movement for 
“autonomy,” they planned to make their control effective 
over five northern provinces, that is, Hopei, Chahar, Suiyuan, 
Shansi and Shantung, and over their estimated population of 
90,000,000. Their area of 400,000 square miles is approxi- 
mately the area of ‘““Manchukuo,” and is three times that of 
the Japanese Islands. They contain about half of the coal 
resources of China as well as some iron ore, and they pro- 
duce about half the cotton raised in the country. To Japan, 
therefore, they offered a tempting field for economic exploi- 


*W. H. Mallory, “Japan's New Advance in East Asia,” Foreign Affairs, 
XIV, 158, October, 1935. 
* The United States in World Affairs, 1934-1935, 192-193. 
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tation. Moreover, because of good harbors and facilities for 
military and air bases, they would greatly strengthen Japan’s 
strategic position on the mainland of Asia. 
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High officials in Tokyo were at great pains to make it 
appear that the autonomy movement was wholly of Chinese 
origin. During the autumn of 1935 Japanese newspapers 
repeatedly predicted that the northern provinces would soon 
proclaim their independence of the Nanking government. 
The Rengo News Agency even fixed November 20 as the 
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date for the expected proclamation.* The movement was 
described as a popular revolt against the oppressive rule of 
Chinese war lords, but a hint was shrewdly thrown out that 
Japanese aid might be needed to combat the spread of 
Communism. When rumors of this germination reached 
London, the British chargé in Tokyo was instructed to tell 
the Japanese Foreign Office that his government viewed the 
situation with concern and to ask for a frank statement of 
Japanese policy. In reply the British chargé was assured that 
the movement had originated in China and that any sugges- 
tion of Japanese intervention was without foundation in fact. 
The Foreign Office pointed out that no additional troops had 
recently been sent into China and that the garrisons main- 
tained in the Peiping-Tientsin district under the Boxer Pro- 
tocol were below their authorized strength." 

The British government had good reason to be concerned. 
British interests in China were more substantial and had been 
established longer than those of any other Western power, 
and they might be seriously affected if Japan should set up a 
protectorate under the guise of autonomy. For the present, 
however, there were important tasks nearer home. The Cabi- 
net was keeping close watch on the dangerous Ethiopian 
situation and in this very connection it hoped that China 
would not force its latest grievances on the attention of the 
League; for at the moment of attempting to bring Italy to 
book for misbehavior in Ethiopia, Downing Street would 
have been hard put to it to find a logical excuse for ignoring 
China’s parallel complaint. Britons who opposed the policy 
then pursued by their government in the Italo-Ethiopian dis- 
pute were quick to point this out. In the London Observer, 
Mr. J. L. Garvin said that if the proponents of sanctions were 
right, Great Britain should then have been at war with 
Japan. Something was happening in the Far East “‘a thousand 
times more significant and sinister than what has taken place 


* The proclamation was issued on November 24. 
* Parliamentary Debates, House of Commons, CCCVII, 336, December 5, 
1935. 
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in the ‘Ethiopian Empire.’” As the Covenant was then inter- 
preted, said he, “there is one law for the stronger and 
another for the weaker. The stronger may steal the horse 
with impunity, while the weaker may not look over the 
hedge.””® 

But when the date fixed for the proclamation of the inde- 
pendence of the five provinces arrived, very little happened. 
The Japanese military leaders suddenly exhibited an unusual 
degree of restraint and contented themselves with the crea- 
tion of a much smaller autonomous area within Northern 
Hopei and Eastern Chahar. Almost overnight they had de- 
cided that it was best to make haste slowly, and except for a 
“face-saving” demonstration on a small scale they postponed 
their major project until a more convenient season. 

Obviously, no public explanation could be offered for this 
sudden shift; but it was clear that developments within China 
and elsewhere were taking a turn which made the Japanese 
pause. The Naval Conference was soon to meet in London, 
and the Japanese government may have wished to avoid giv- 
ing provocation which would increase its difficulties during 
the forthcoming negotiations. Furthermore, new evidence of 
national feeling had begun to appear in China, and with it a 
spirit of resistance to Japanese encroachments. This was 
something to be surveyed and reckoned with. Lastly, Great 
Britain and the United States were making it plain that they 
did not regard the Nine Power Treaty as a dead letter, and 
both governments reaffirmed their stand for the territorial 
and political integrity of China. 

On December 5, 1935, Sir Samuel Hoare, the British 
Foreign Minister, made a speech in the House of Commons. 
He was clearly displeased with the Japanese effort to evade 
responsibility for the autonomy movement and declared that 
he could “only regard it as unfortunate that events should 
have taken place which, whatever the truth of the matter 
may be, lend color to the belief that Japanese influence is 


* Quoted in New York Times, December 1, 1935. 
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being exerted to shape Chinese internal political develop- 
ments and administrative arrangements.’”® On the same day 
Secretary Hull issued a formal statement in Washington 
pointing out that the United States, as one of the so-called 
treaty powers, was necessarily concerned over any effort to 
bring about a substantial change in the political status of 
the northern provinces of China. He declared that the United 
States would continue to keep faith in its pledges and “to 
bespeak respect by all nations for the provisions of treaties 
solemnly entered into for the purpose of facilitating and 
regulating, to reciprocal and common advantage, the con- 
tacts among the countries signatory.” 

In the meantime, the quiet development of a controlled 
régime continued in the Hopei-Chahar district. The eastern 
portion of the district contained the port of Chinwangtao, 
with the nearby coal mines, and was served by the Tientsin- 
Mukden railway. The population of the controlled area was 
estimated at 4,000,000. The region had already been demili- 
tarized under the Tangku Truce of May, 1933, and had since 
been brought increasingly under Japanese influence. At the 
head of the new government, which was called the “Autono- 
mous Federation for Joint Defense Against Communism,” 
was a Chinese commissioner, presiding over a governing 
council of nine, all of whom were subservient to the Japanese 
military authorities, and the commissioner himself was re- 
ported to have a Japanese wife whose brother was an officer 
of high rank in the Japanese army. On November 27, three 
days after the proclamation of autonomy, 3,000 Japanese 
troops moved into the district, and still more came within 
the next few days."* A new capital was established at Tung- 
chow, only twelve miles east of Peiping. While the district 


* Parliamentary Debates, House of Commons, CCCVII, 336, December 5, 
1935. 

*” Department of State Press Release, December 6, 1935. 

“The new movement of troops into China, coming so soon after the 
assurances to Great Britain that there had been no recent increase in the 
Japanese garrisons on the mainland, is another illustration of how the army 
and the Foreign Office often worked at cross purposes. 
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was still supposed to recognize Chinese sovereignty in na- 
tional matters, its new officials appropriated revenues which 
otherwise would have gone to the national government. 

This intrusion meant very little in the lives of the popu- 
lation. It was significant chiefly as a gesture of defiance by 
Japanese military leaders, both to the Nanking government 
and to their own civilian government in Tokyo. The army 
was giving notice of a purpose to get control over North- 
ern China when conditions were more propitious, whether or 
not the civilians in the Cabinet approved its program. 


4. The Problem of Smuggling 


The establishment of autonomy in East Hopei was fol- 
lowed by an enormous increase in the smuggling of Japanese 
goods into China. Smuggling was not an innovation, but it 
now increased many-fold. For some months this region was 
virtually a free-trade zone, but in due course the autonomous 
government devised its own tariff, with rates which were 
only a small fraction of those of the Chinese schedule. In this 
way the Hopei régime obtained large revenues in spite of 
low duties; for goods were diverted to its ports from other 
places in China having higher tariffs. The Nanking govern- 
ment at the same time lost revenues, a part of which had 
been applied to the service of its foreign debts, and foreign 
creditors were naturally concerned. 

These practices were not consistent with the Open Door 
policy, nor with the territorial integrity of China as guaran- 
teed by the Nine Power Treaty. Both Great Britain and the 
United States made oral representations to Japan, but with- 
out result; for Tokyo again had at hand the convenient ex- 
cuse that the new Hopei government was established by the 
Chinese themselves. Yet in spite of their government's claim 
that the new arrangements in Hopei and Chahar represented 
bona fide autonomy, the Japanese military officers in this 
district intervened in various ways on behalf of their con- 
trolled officials when the regular Chinese customs officers at- 
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tempted to assert their authority. With the avowed purpose 
of preventing disorders, they forced the Chinese customs 
patrols to give up their revolvers and machine guns and to 
keep their vessels outside the three-mile limit. The articles 
smuggled into Eastern Hopei or imported at low duties were 
distributed to all parts of China, with great injury to estab- 
lished business as well as to the government's finances.’” 

It was clearly the purpose of the Japanese authorities to 
cripple domestic industry in China by cut-throat competition, 
to drive out traders of other countries, to break down Chinese 
resistance to Japanese aggression by curtailing the govern- 
ment’s revenues, and perhaps eventually to force a general 
reduction of the Chinese tariff on Japanese goods. 


5. A New Spirit in China 


As has already been suggested, some parts of the Japanese 
program late in 1935 encountered unexpected obstacles. 
During 1936 Japan became aware that her problems on the 
mainland were assuming a different complexion. There were 
indications that the submissiveness of the Chinese people 
was approaching its limit, and by the end of the year the 
Japanese militarists were facing the most determined opposi- 
tion they had encountered since their attack on Shanghai 
in 1932. 

Three important developments contributed to this change. 
First, there was economic improvement after the Nanking 
government, with the advice and codperation of Western 
nations (and therefore to the chagrin of the Japanese) , threw 
off the yoke of the silver standard. Secondly, there was a 
new awakening of the nationalist spirit, beginning among 
the young intellectuals and spreading rapidly to all parts of 
China. Thirdly, as a result of this new spirit, the Nanking 
government succeeded in extending its control into the South, 
where its authority had been disputed by Canton, and then, 


™ Chao-ying Shih, “Smuggling in North China,” Council of International 
Affairs (Nanking), Information Bulletin I, No. 2, May 21, 1936. 
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aided by greater political unity, and sensible of the pressure 
for a change of policy, it stiffened its resistance to the efforts 
of the Japanese to consolidate their position in China. 


6. The Abandonment of Silver 


The passage of the Silver Purchase Act by the United 
States Congress in 1934 dealt a severe blow to the prosperity 
of China. Purchases by the Treasury under the requirements 
of this act caused a heavy outflow of the metal from China, 
with a consequent depletion of bank reserves and a decline 
of commodity prices. ‘To check the deflation, the government 
imposed a tax on silver exports,’* but in spite of the tax a 
large quantity was smuggled out. Foreign trade was demoral- 
ized, and British interests were the chief sufferers. Great 
Britain thereupon consulted with other nations with a view 
to sending a group of international monetary experts to 
China on a mission of investigation.’* The other governments 
showed little interest in the suggestion, but the British sent 
Sir Frederic Leith-Ross, their chief economic adviser, to the 
Far East. He first visited Tokyo, and in September, 1935, he 
proceeded to China, where he remained several months, 
serving in an advisory capacity. 

The Chinese authorities had hoped to avoid drastic 
monetary action until they could float a foreign loan to ab- 
sorb any shocks which might follow a reordering of their 
currency. But such a loan was not forthcoming, and during 
October, 1935, the demoralization of Chinese foreign ex- 
change became so acute that it was necessary to act at once. 
Accordingly, on November 3, the Nanking government is- 
sued a decree nationalizing silver and ordering all holders of 
the metal to exchange it for legal-tender notes issued by three 
government banks. China thus ceased to be a silver-standard 
country. 

Although the United States had undertaken, with flags 


% The United States in World Affairs, 1934-1935, 43. 
“Cf. Statement by Sir Samuel Hoare. Parliamentary Debates, House of 
Commons, CCCVII, 336, December 5, 1935. 
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flying and what not, to rehabilitate silver as a monetary 
metal, its policy had actually driven the most important 
silver-using country off its monetary standard. The act of 
1934 was touted as the miracle to make China prosperous, to 
stimulate American exports to China, to strengthen Chinese 
resistance to Japan, and to restore silver to its former impor- 
tance as a medium of exchange. It accomplished none of 
these purposes. In place of prosperity and power, it brought 
economic distress to China, weakened her resistance to Japan, 
and caused many of her responsible business leaders to feel 
that their economic interests would perhaps be safer if en- 
trusted to Japanese control than they would be if they were 
left to be played upon by the hocus-pocus of fourteen Amer- 
ican Senators. The act did not even increase exports from the 
United States to China; instead, they declined by nearly 
one-half.*® 

With the abandonment of the silver standard China 
adopted a form of managed currency, and to some extent 
the governments of Great Britain and the United States 
codperated to support it. The British Ambassador in Peiping 
issued a regulation prohibiting payments by British nationals 
in silver, and the United States government purchased 50,- 
000,000 ounces of the metal from China, thus providing the 
government with a supply of dollar exchange with which to 
lubricate its new monetary machinery. Under its managed 
currency system all the metallic reserves of China were placed 
in the hands of the government and were made available to 
build up reserves of foreign exchange abroad for use as a 
stabilization fund. Legal-tender notes issued by the govern- 
ment banks took the place of the former currency, and the 
note issues of private banks were gradually retired from 
circulation. 


On May 18, 1936, Secretary Morgenthau announced that 
a new agreement had been made with the Chinese govern- 


* For the calendar year 1934 exports from the United States to China were 
valued at $68,667,000; in 1935 they fell to $38,156,000. 
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ment under which the United States would buy silver di- 
rectly from the Central Bank of China. This arrangement 
facilitated the management of the Chinese currency and was 
also a tacit admission by Washington that its program had 
been a failure in so far as China was concerned. There was 
no further talk in Washington of assisting the Chinese gov- 
ernment to maintain its former standard. On the contrary, 
the United States government was now taking measures to 
help China to adopt a monetary system more closely assimi- 
lated to Occidental currencies. 

According to Sir Frederic Leith-Ross, who was more than 
a passive witness of China’s new venture, the reform of the 
currency was accepted “without any serious difficulty.” The 
new banknotes were received with increasing confidence, and 
the willingness of the people to part with their silver ex- 
ceeded expectations. In the northern provinces, however, 
where Japanese influence was dominant, and in the southern 
provinces, where the authority of Nanking was not then fully 
recognized, the shift to a managed paper currency encoun- 
tered obstacles which prevented its execution on a completely 
national basis. Other obstacles were the operations of specu- 
lators, the unliquid condition of many commercial banks, and 
the unbalanced budget.” 

A managed currency was not a cure-all for China’s ills. A 
sound currency could not exist without a sound government 
unhampered by political strife within its borders and military 
pressure from without. The government at Nanking did not 
meet these specifications. Yet economic conditions in China 
began to improve. Foreign trade increased, and deflation was 
checked. 

The government also gained prestige at the expense of 
Japan by effecting this far-reaching reform without the advice 
and consent of Tokyo and in a manner which Tokyo found 
objectionable. After warning the world in 1934 that it ex- 


#1. E. Tsao, “Currency Reform in China,” Council of International 
Affairs (Nanking), Information Bulletin I, No. 10, August 11, 1936. Cf. 
also Handy and Harman, Review of the Silver Market for 1935. 
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pected to be consulted with regard to any “ventures” in 
China which might have political significance, the Japanese 
government was compelled to witness an achievement which 
was not carried through on its own initiative, and which was 
accomplished in ways quite inconsistent with Japan’s preten- 
sions. 


7. Steps Toward Unification 


A few weeks after the beginning of currency reforms, 
nationalist sentiment began to express itself aggressively in 
the universities. There may have been no connection between 
these two developments, but both contributed to the new 
movement toward political unity in China. In December, 
1935, Students in institutions in the vicinity of Peiping 
launched a series of vigorous anti-Japanese demonstrations 
which the authorities, anxious to avoid offence, found it diffi- 
cult to curb. The students protested not only against Japanese 
aggression but against the policy of non-resistance pursued 
by the Nanking government under the leadership of General 
Chiang Kai-shek. The force which was required to suppress 
the demonstrators, and their willingness to suffer punish- 
ment for their cause, created a deep impression throughout 
China and further aroused nationalist sentiment. 

An especially hearty response was evoked in the southern 
provinces then under the influence of the Canton govern- 
ment. The Japanese military forces had not established a 
foothold in that sector, and opposition to Nanking’s policy 
of non-resistance was already strong. There, in June, 1936, 
resentment against the Nanking policy came to a head. The 
provincial rulers of Kwantung and Kwangsi planned to send 
an expeditionary force into the North to resist the Japanese 
and demanded that the Nanking government grant them a 
right of passage through its territory. This permission was 
refused, and General Chiang Kai-shek began to mobilize his 
forces to prevent military movements from the South. It 
seemed for a brief period that instead of war between China 
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and Japan there might be a civil war between the Nanking 
and Canton governments. The demonstrations in the southern 
provinces stirred up nationalist feeling anew. Students 
resumed their anti-Japanese agitation in the northern uni- 
versities, and General Chiang Kai-shek resorted to stern 
measures to suppress them. On the other hand, there was 
impressive nationalist pageantry in Canton, in which the 
provincial authorities participated. 

After some weeks of acute tension, with occasional brushes 
between Nanking and Canton troops, General Chiang Kai- 
shek finally gained the upper hand. He summoned a meeting 
of the Central Executive Committee of the Kuomintang, or 
Chinese Nationalist Party, and with its aid and the defection 
of military officers under the southern provincial leaders, said 
to have been accomplished by generous doles from the Nan- 
king Treasury, he succeeded in extending his rule over the 
provinces of Kwantung (including Canton) and Kwangsi. 

General Chiang’s success in composing the differences be- 
tween Nanking and Canton without resort to hostilities was 
an important step toward unification in China. In Tokyo the 
Foreign Office claimed to be pleased at the new turn of 
events. Mr. Arita, in what was said to be the first interview 
ever given by a Japanese Foreign Minister to a Chinese jour- 
nalist, was confident that ‘‘a powerful central government in 
China would be a favorable factor in facilitating future Sino- 
Japanese relations.” Certain Japanese newspapers, however, 
advised caution concerning any plan of unification under 
General Chiang Kai-shek and noted that the trend toward 
unification was attended by a rising storm of anti-Japanese 
sentiment. 

General Chiang Kai-shek was really being driven by this 
storm; he did not stir it up himself. The steady pressure of 
Japanese military power on China was at last welding the 
people into a unity which a short time before had seemed 
impossible. But the rising hatred of the Chinese toward their 
aggressive neighbors had unfortunate results. From riotous 
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demonstrations of young intellectuals it was an easy step to 
mob violence. Late in August, 1936, a party of Japanese 
engaged in reopening their consulate in Chengtu’’ were 
attacked by a Chinese mob. Two were killed and several 
others injured. In September at Pakhoi a Japanese merchant 
was slain, and in the Hongkew district of Shanghai a Japa- 
nese sailor was killed and several others were injured. These 
sporadic outbreaks were the inevitable result of growing 
hostility to Japan, and it was clear that the Nanking govern- 
ment was not able to prevent them or to apprehend and 
punish the offenders after they had occurred. At the same 
time the measures taken by the Japanese after the outbreaks 
only embittered the Chinese and made a bad situation worse. 

Following the incidents of August and September the 
Japanese government increased its naval and military forces 
for the protection of its nationals in China. Marines landed 
in Shanghai and took over the policing of a large section of 
the city. The Japanese, however, showed no intention to 
resort to force as they had done in 1932, possibly because 
the attack occurred this time in a part of the International 
Settlement where their own police and marines were in con- 
trol; and in a few days they recalled most of their troops 
from the Chinese quarter. 

Nevertheless, officials in Tokyo made it plain that the 
Chinese must make amends of some sort. On September 28 
Foreign Minister Arita summoned the foreign correspondents 
in Tokyo and handed them a carefully drafted statement of 
Japanese policy with regard to China. He cited a dozen in- 
stances of “outrages of unspeakable violence’ during the 
current year and blamed them on “anti-Japanese education, 
anti-Japanese agitation, and other forms of anti-Japanese 
policy practised for many years for which the national gov- 
ernment and the Kuomintang cannot evade their responsi- 
bility.” Japan was in duty bound, he said, to make more 


™ Chengtu was not a treaty port, and the Japanese had no legal right to 
a consulate there. They had closed this consulate in 1931, when feeling 
against them was very intense. 
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constructive efforts to improve relations with China and to 
check there the menace of Communism. He then added 
ominously that, if negotiations to this end should fail, the 
lives and property of Japanese in China could not be left 
exposed to further danger and it would “be necessary to 
consider the steps to be taken in case of that eventuality.” 
The negotiations could end in only one of two ways: ‘“rela- 
tions will either be very much better or very much worse. 
. . . They shall not be permitted to drift in the ambiguous 
state of affairs as has been prevailing in the past.”** Coming 
from a diplomat, accustomed to understatement in dealing 
with other countries, these were notably firm words. 


8. Demands and Counter-Demands 


While it appeared on its face to be an explanation to the 
world of Japan’s Far Eastern policy, Mr. Arita’s statement 
was clearly intended as a warning to the Chinese govern- 
ment. But if the warning was harsh, even harsher were the 
demands, euphemistically designated as “general principles,” 
which were now submitted to Nanking by Tokyo. The “‘gen- 
eral principles” were not made public because of a desire to 
avoid embarrassment to either government, but they were 
reported, unofficially, to be more drastic than the ‘“Twenty- 
one Demands” presented to China in 1915. They were said 
to call for the establishment of a chain of Japanese garrisons 


_in the heart of China to protect Japanese lives and property, 


the supervision of Chinese schools and text-books to elimi- 
nate anti-Japanese propaganda, the placing of Japanese ad- 
visers in all branches of the government, the brigading of 
Japanese troops with Chinese in a campaign against the 
Communists, autonomy for the five northern provinces, and a 
reduction of the Chinese tariff. 

The spokesman for the Foreign Office later declared that 
these reports were exaggerated, and that the demands fol- 
lowed the general lines of the so-called Hirota principles. 

* Cf. Appendix IV. 
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He admitted, however, that Japan was seeking a lower tariff, 
the acceptance of Japanese advisers at Nanking, and recogni- 
tion of Japan’s “special position” in North China. His gov- 
ernment in the meantime insisted that its special envoy to 
China should discuss the situation with General Chiang 
Kai-shek himself. 

The Nanking authorities acted with their accustomed for- 
bearance and appeared disposed to give the Japanese no 
grounds for new grievances. Three Chinese accused of mur- 
dering the Japanese sailor in Hongkew were promptly 
brought to trial, and two of them received death sentences. 
But instead of quietly accepting the latest demands from 
Japan, the Chinese now turned about and presented demands 
of their own. They asked: (1) for an agreement that in the 
future there would be no trespassing upon Chinese territory 
by naval landing parties; (2) for suppression of the smug- 
gling of goods into China by the Japanese; (3) for the with- 
drawal of Japanese troops from Fengtai, an important rail- 
way centre near Peiping; and (4) for the pledge of a free 
hand to eliminate the autonomous régime in East Hopei. 

These counter-proposals attested the stirrings of a new 
spirit in China. In November this spirit was exhibited again 
in the Northwest when Japanese and Manchurian forces in- 
vaded Suiyuan province. Early in December it rose to a high 
pitch in the Northeast, when Japanese marines were landed 
in Tsingtao during a labor disturbance. On this occasion 
Nanking again made sharp demands on Tokyo. On Decem- 
ber 12, however, an event occurred which for a brief period 
seemed to suggest that China was still far from united and 
was perhaps facing another period of civil war and political 
chaos. General Chiang Kai-shek had gone to Sian in Shensi 
province to deal with trouble between government forces and 
the Communist troops which they had driven into the north- 
west provinces. There he was made prisoner by General 
Chang Hsueh-liang, the “Young Marshal” and former war- 
lord of Manchuria. Marshal Chang had been ousted from 
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his place of power in Manchuria by the Japanese and was 
said to be eager for revenge. He had no sympathy with his 
superior officer’s “surrender policy” toward Tokyo, and after 
making him prisoner he sent a demand to Nanking that the 
government suspend its drive against the Communists and 
undertake to unite all factions in an immediate war on Japan. 

Western observers were surprised at this coup d’état, but 
they were utterly bewildered by what followed. Negotiations 
between government spokesmen and the Young Marshal re- 
sulted in General Chiang Kai-shek’s release on Christmas 
day, and the national leader then returned triumphantly to 
Nanking bringing his captor with him as a captive. Marshal 
Chang confessed his misdeeds in all humility and was sen- 
tenced to ten years in prison, only to be promptly pardoned. 
The facts behind this fantastic incident are still quite obscure 
as these lines are written. Whether, as many believed, 
Chang’s coup resulted in the formation of a national front 
to resist Japanese aggression could not be proved. But the 
more conciliatory attitude of Japan near the end of the year, 
shown by her withdrawal of the marines from Tsingtao and 
the settlement of the Chengtu and Pakhoi incidents, gave 
some support to this assumption. The fact that the Nanking 
government continued to function normally throughout the 
crisis revealed a degree of strength and organization which 
must have impressed the Japanese. 

At least Nanking had begun to “talk back.” It was yet 
to be seen whether there would be more than this if the 
Japanese reverted to their former arrogance. There were 
many who believed that China had long been preparing for 
eventualities. It was known that she had been concentrating 
for several years on airplanes, the most effective equipment 
in case of conflict with her neighbor. Japan, with so much 
fragile construction in her large cities, was peculiarly vul- 
nerable to this mode of attack. Interest in aviation in China 
was keen, and, man for man, ‘the Chinese flyers were re- 
garded by experts as superior to the Japanese. There may 
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have been some significance also in the fact that during 1936 
China was the largest purchaser of airplanes in the United 
States. 

At the end of the year two facts stood out clearly with 
regard to Sino-Japanese relations: Japan’s aggressions and 
exactions had reached a new high point, and China’s hos- 
tility toward Japan had in turn become intense enough to 
weld her various factions into some sort of political unity 
based on resistance to the objectives of Tokyo. The trends so 
manifest during 1936 could not continue without eventually 
provoking conflict. The important question was whether 
Japan would cease her aggressive policy in China except 
under compulsion. She had done this once—at the Washing- 
ton Conference in 1921-1922. Would she do it again? 

One of the achievements of the Washington Conference 
was the undoing of what Japan had done for herself in China 
while the Western nations were involved in the World War. 
On paper, China then obtained ample assurances against a 
repetition of her late experiences. She and Japan were both 
members of the League of Nations and thereby pledged to 
safeguard each other's rights as political sovereignties. 
Through the Nine Power Treaty China obtained additional 
assurance that these rights would not be violated. Finally, 
through the Pact of Paris she and Japan had renounced war 
as an instrument of national policy and had agreed that the 
settlement of “‘all disputes or conflicts of whatever nature or 
of whatever origin they may be, which may arise among 
them, shall never be sought except by peaceful means.” 

China had been lulled into a belief that the collective se- 
curity provided by so many pledges would be adequate for all 
her needs. For nearly a decade nothing had occurred to shake 
her faith in this arrangement. And save for a few sporadic 
lapses, as in 1928-1929, Japan had observed the letter of her 
commitments during these years. She had given up her “‘spe- 
cial position” in Shantung, but in return she had received 
pledges from the other naval powers not to strengthen their 
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bases in the Western Pacific, and she had thus been made 
virtually immune to attack in her own waters. 

But Japanese imperialism was not dead; it had only been 
scotched. In due course it recovered from the set-back admin- 
istered by the Washington Conference, and the imperialists 
bided their time until they could find a new opportunity to 
resume their advance on the Asiatic mainland. This oppor- 
tunity came in 1931, when the whole world was beset with 
problems incident to the depression. Militant Japan then 
seemed to have things all her own way, in spite of the 
League, the multilateral treaties, and world opinion. Never- 
theless, she was challenged, and the refusal of the nations to 
recognize the validity of her achievements in Manchuria still 
remained in 1936 as tangible evidence that the challenge had 
not been withdrawn. 

There were now three other challenges which Japan could 
not so easily ignore. There was the challenge of the larger 
navies of Great Britain and the United States, with the de- 
termination of these powers to maintain the relative strengths 
prescribed by the expiring Washington and London agree- 
ments. There was the challenge of Soviet Russia with her 
huge military machine and her industrial development east 
of the Ural Mountains, which would aid in supplying an 
armed establishment in Eastern Siberia. And finally, there 
was the challenge by China, due to her realization that the 
collective security upon which she had once relied was a 
broken reed and that she now must gird herself to resist. 

Would the Western powers be able to find another for- 
mula which would enable Japan to yield without humiliation, 
as in 1921-1922? Or would Japan make haste to consolidate 
her position while these powers were too preoccupied with 
other problems to divert their attention and energies to the 
Far East? In such an event, could China hold out long enough 
against the highly efficient Japanese fighting machine to 
bring the enemy to exhaustion by the mere attrition of suc- 
cessive victories? And could such a conflict be localized in 
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view of the nervous tension in Europe? Such questions could 
not be answered; they were only to be pondered. But the 
fact that men were pondering them showed the parlous state 
into which the world had fallen. 

Yet, while the post-war hopes for the stabilization of peace 
by collective action had been dashed by events in the Far 
East, there were still those who did not lose faith that the 
grave problems arising out of Sino-Japanese friction would 
eventually be solved. Among these was Mr. Stimson, who, as 
American Secretary of State, had led the fight in 1931 for a 
settlement of the Manchurian affair by peaceful methods. 
Writing nearly five years later, and viewing the subsequent 
events with calm retrospection, he said:’” 


Despite the advances of Japan’s military expeditions in the north, 
despite the defection of an occasional provincial Chinese leader or 
general, and despite the financial hardships brought about by the 
unsettlement of her finances through foreign purchases of silver, 
the economic development of China through the improvement of her 
lines of communication has been going on under an orderly and 
systematic program. In spite of the handicaps under which she has 
labored, she is showing in this fundamental method more economic 
progress towards national unity than at any previous time. There- 
fore I believe that there is rational ground to hope that much sooner 
than now seems likely Japan will again realize that her own lasting 
interest is more dependent upon friendly commercial and political 
relations with China than with any other nation; that such relations 
cannot be cultivated by a forcible exploitation of China; and that, in 
the equitable settlement which may then be attained, the opinion 
and judgment of the world as expressed unanimously in 1933 will 
be, whether publicly admitted or not, a potent factor. 


If this hope should be realized and a major catastrophe 
should thereby be averted, the people of the United States 
would have the satisfaction of knowing that the result, how- 
ever long delayed, was first set in train when their leaders 
insisted tenaciously upon the sanctity of treaties and upon the 
maintenance of good relations between two neighboring 
countries. 

* H. L. Stimson, The Far Eastern Crisis, 240. 
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. CHAPTER SEVEN 
THE RACE TO REARM 


Out of the ferment in Europe and the Far East grew fear, 
and the fear redoubled the ferment—and so fever spread 
from place to place. As the post-war system decayed and col- 

lective security was seen to be no safeguard of peace, there 

was an onset of collective insecurity—each nation equipping 
itself to meet threatened emergencies, shaping its diplomatic 
4 action to serve its particular national ends, unwilling to join 
whole-heartedly with other nations except in the universal 
sauve qui peut. Germany, Italy and Japan sought self-pres- 
ervation, as they conceived it, in aggressive rearmament— 





d aggressive in timing, in mood, and in purpose. France first, 
is then Great Britain, sought to protect themselves by defensive 
ic rearmament—later in time, reluctant in mood, and concerned 
e- only with insuring safety within their own borders. Soviet 
“ Russia grew big with troops, tanks and airplanes. The United 
| States, having no intention of attacking anybody, and having 
- no acute fear of being attacked by anybody, nevertheless re- 
in armed on principle. It was lunacy twice-over, this fatal com- 
on petition. Almost inevitably it was bound to lead to war—it 
ill had done so before. In any event, if continued much longer, 

it was certain to culminate somewhere in financial collapse. 
ne =| And it was a sweet paradox for the Devil to roll his tongue 
es over—the hope of avoiding armed conflict by piling up muni- 
w- | tions! Yet lunacy, bankruptcy and paradox notwithstanding, 
tS there was not a responsible statesman the world over, trustee 
he | for the lives and welfare of his people, who dared to take 
ng | chances on any other course. 


On Armistice Day, 1936, at the seat of the League of 
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Nations, it was stated that there were already about 1,700,000 
more men under arms than there were on the eve of the 
World War. Because of the secrecy maintained by many gov- 
ernments, closer estimates were impossible; but the figures 
given were thought to err on the side of conservatism. Euro- 
pean nations, as a group, lined up with about the same num- 
ber of troops as they had in 1913; the world increase was due 
mainly to the arming of China and Japan. But this was only 
half the story: for, thanks to the trend toward mechanization 
and motorization, the military budgets of the powers had 
gone up by leaps and bounds until by 1936 they had attained 
figures about double those of 1913.” It was said in the pulpit 
that Armageddon was ahead: it was said in the press that the 
world was rushing to its own destruction; it was said in the 
chancelleries that statesmen had ceased trying to build a new 
civilization, since they had all that they could do to save the 
old. Such forebodings, to those who accounted themselves 
wise, seemed emotional and naive; but in more moderate 
form they became the premises of government action. 


1. Air Armament 


The armaments race began in the air, and there it became 
keenest and created the gravest anxieties. Soviet Russia had 
taken the lead in number of military planes, even if the 
quality of her equipment was disputed. For some time France 
had stood next to Russia; but many of her planes were ob- 
solescent by 1936, and she fell behind Great Britain when 
new production was retarded by labor troubles. Germany and 
Italy were credited with air matériel of the highest efficiency, 
and they were both crowding France and Great Britain in 
the matter of numbers.” 


2 New York Times, November 12, 1936. 

* Adequate and trustworthy data of the air forces of many of the great 
powers can not be obtained. The information in the Armaments Year-Book, 
published by the League of Nations, is of the meagerest sort. No figures are 
given for German aircraft; the Russian figures in the latest (1936) volume 
are for 1931, and the Italian figures, for 1934, are also completely out of 
date. Nor is there any assurance that even these ancient statistics are correct. 
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The race for air supremacy received fresh impetus during 
the spring when Italian aviators in Ethiopia displayed the 
offensive power of the modern plane equipped with gas 
bombs. As echoes of these exploits reached the peoples of 
Western Europe something not unlike hysteria took hold of 
them. Rumors went the rounds that gases had been developed 
more deadly than any yet known—so deadly that a small 
quantity dropped from a single plane would exterminate the 
population of a large city. Perhaps because of the reputation 
of her chemists, these rumors attached themselves to Ger- 
many. And the theory was then heard, that whatever Ger- 
many’s final military objective might be, she would first let 
drive on England with a flood of planes, losing them by the 
hundreds, replacing them by the hundreds, in the certainty 
that in the end she could cut off food, light and water from 
more than eight million people who live in greater London 
and constitute the nerve center of the British Commonwealth. 
When such a possibility is discussed by a war college, it be- 
comes a military problem: when such a possibility is discussed 
by the people, it is the stuff of panic. 

In July Mr. Winston Churchill, in the House of Commons, 
sharply rebuked the government for underestimating Ger- 
many’s air strength. When he charged Germany with having 
put $4,000,000,000 into war equipment during the preceding 
year, and with currently spending at an even greater rate, his 
statement was derided by pacifists and by labor leaders; but 
Mr. Neville Chamberlain, Chancellor of the Exchequer, 
thought that the figure was not excessive, although it was 
bound to be conjectural.* The man in the street heard it said 
that Germany already had 20,000 fighting planes, and cer- 
tain newspapers gave credence to the story by fixing upon a 
communiqué from the German Air Ministry which men- 
tioned “Squadron No. 253.” They showed readily and mathe- 


* Parliamentary Debates, House of Commons, CCCXV, 14-15, 99-122, July 
20, 1936. 
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matically that 253 airplane squadrons, with front-line planes 
and reserves, would comprise at least 20,000 machines! 

To quiet these alarms, Sir Thomas Inskip, recently ap- 
pointed to the new Cabinet position of Minister of the Co- 
ordination of Defense, gave assurance that the government 
would permit no foreign power to surpass it in air strength, 
and he was especially gratified to report the rapid construc- 
tion of high-speed planes designed to fight off raiders.* On 
other occasions during the year the British government di- 
vulged further plans for defense. It promised that by March, 
1937, the Royal Air Force would possess 5,000 airplanes, 
compared with 1,100 in 1934. It announced that 1,500 addi- 
tional pilots were being trained for service; that automobile 
factories, at the government’s expense, were building exten- 
sions for the manufacture of airplane equipment; that prep- 
arations were being made for converting 900 industrial plants 
into munitions factories on short notice; that food depots 
were being established in various cities as a defense against 
blockade; and that certain vital points like the Thames 
estuary and the several arsenals would be protected against 
air raids by huge nets suspended from balloons.® 

Yet in spite of this suddenly inspired program, the British 
people must have wondered, now and then, whether they 
could keep pace with Germany. For with only a relatively 
small export trade, German factories were able to concentrate 
on effective quantity production. Their plants offered the last 
word in equipment and organization and possessed elaborate 
facilities for experimentation. And in a dictator state, with no 
possibility of strikes, disagreements or delays, the Reich got 
results. For had not General Goering given instructions to 
officials of his Air Ministry? And had not the Air Ministry 
issued orders to the owners of plants? 

Great Britain could hardly duplicate the mass production 
methods of Germany, and her output of planes was retarded 


* Parliamentary Debates, House of Commons, CCCXV, 99-122. 
® New York Herald Tribune, November 11, 1936. 
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by quarrels between officials and manufacturers. Lord Nuf- 
field, ‘the British Henry Ford,” sulked for a time in his tent 
in protest against the government's plan to manufacture 
airplane parts in widely separated plants and assemble them 
at a central establishment. It was rumored that the new 
Defense Ministry was falling down on its production sched- 
ule, and that 300 military planes were coming from the 
Canadian branch factory of an American company. Gossip 
added 1,500 more which were to be ordered directly from 
concerns in the United States. There was no official confirma- 
tion of these reports. American aircraft manufacturers denied 
that they had received British orders, and it was generally 
believed in Washington that the stories had been put out 
merely as “feelers” to ascertain what the American response 
would be.® 

In any case, no military planes could be sent from the 
United States without a license from the National Munitions 
Control Board. It had been the policy of the War Department, 
under authority derived from the Espionage Act of 1916, not 
to permit the export of types of planes contracted for by the 
United States army and embodying secret military devices 
until at least one year after delivery of the second plane 
under the contract. The Navy Department had had no fixed 
rule. Largely, it was believed, because of rumors that the 
British government was about to lean on the American air- 
craft industry for help in speeding its rearmament program, 
a conference took place between the President and repre- 
sentatives of the Departments of State, Justice, War and 
Navy on November 10, and it was there decided to adopt 
the War Department’s procedure as a common administra- 
tive policy.’ This meant, in effect, that no military aircraft of 
the type used by the government could be shipped abroad 
until about two years after the government had placed its 


®* New York Times, October 22, 23, 1936. 
" Tbid., November 11; United States News, November 16, 1936. 
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orders for such machines.* Within these two years any ad- 
vanced features of such an airplane would have become gen- 
erally known, and the type itself would be approaching ob- 
solescence. To be sure, the new regulation did not prevent a 
foreign government from contracting in the United States for 
planes to be built according to its own specifications, but no 
proposal of this kind was heard during the remainder of the 
year, and it seemed improbable that any great power would 
be willing in this way to turn over its military secrets to the 
nationals of another country. 


2. Protection Against Air Raids 


The dangers to the civilian population from the attacks of 
aircraft were not overlooked. Although the use of poison gas 
in warfare was forbidden by the General Gas Protocol of 
1925, to which all the important countries of Western Europe 
were parties, their governments did not dare take it for 
granted that the agreement would be respected. French au- 
thorities began the construction of underground shelters in 
various cities. The German government encouraged the or- 
ganization of an Air Protection League, which was said to 
have enrolled 10,000,000 members, and it aided home- 
owners in converting their cellars into gas-proof chambers, 
and constructed steel shelters where they might be most 
needed. 

It was in Great Britain, however, that the most elaborate 
preparations were undertaken. The government promised 
that within two years every man, woman and child in the 
British Isles would be supplied with a gas mask. Convicts 
were put to work making them, along with sandbags and 
ambulance boxes. Near the end of the year one prison alone 
was reported to be turning out 5,000 masks a week.’® Experi- 


* A year usually elapsed between placing the order and the deliveries, and 
another year had to elapse before the type could be released for general use. 

* A detailed account of the protective devices adopted in France is given 
in L’Illustration, Supplement, September 5, 1936, under the title “Si le 
Péril Venait.” 

® New York Herald Tribune, November 26, 1936. 
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ments were conducted with gas-proof baby carriages and 
civilian drills were held at various points. The Home Office 
issued a series of Air Raid Precautions Handbooks which ex- 
plained in non-technical language what protective measures 
were to be taken against gas bombs and sprays during air 
raids and immediately thereafter." The fear of war settled 
upon the land, and there was a dread of unknown terrors. 


3. The Increase of Land Forces 


In France the armament situation took a new turn in July, 
1936, when the recently installed government under Premier 
Léon Blum made its first move toward nationalizing the 
munitions industry. By a vote of more than 5 to 1, the Cham- 
ber of Deputies authorized the gradual expropriation of arms 
and munitions plants either through the outright purchase of 
their stock or through an exchange of stock for government 
bonds. No time limit was fixed for the acquisition of the 
plants, and it was thought for the moment that the unsatis- 
factory condition of the government's finances would prevent 
a speedy conclusion of the program. Liberal opinion in both 
France and England welcomed the step as a possible aid to a 
new international agreement for the effective control of the 
arms traffic, but their mild cheer was dissipated within the 
next few days by the negotiation of a ten-power pact per- 
mitting Turkey to refortify the Dardanelles. The Turkish 
government thereupon proceeded to place a sizeable order 
for guns with the Czechoslovak firm of Skoda, controlled by 
the French munitions company, Schneider-Creusot. 

Still more disheartening to those who had hoped for imme- 
diate results from the Blum government's effort to get rid of 
one alleged cause of competition in arms, was the action of 
Soviet Russia and Germany in increasing their land forces. 
On August 11, 1936, the Soviet authorities lowered the mini- 
mum age for army service from 21 to 19 years. On the 24th 


™ For a list of these booklets, whose titles indicate their general content, 
cf. Appendix V (4). 
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Herr Hitler countered with a decree increasing the term of 
German military service from one to two years, thereby al- 
most doubling the size of the army. “Against the military 
threat of Soviet imperialism,” ran a communiqué from the 
headquarters of the party, ‘National Socialist Germany, as 
guardian of its own peace and protector of its culture, will 
take whatever measures may be necessary to guarantee the 
freedom and independence of the nation under all circum- 
stances.””* 

In 1934 Germany had notified the Disarmament Confer- 
ence in Geneva that she would be satisfied with an army of 
300,000; she now proposed to have one of about 850,000.* 
This action caused an agitation in France to extend the term 
of military service from two to two-and-a-half or even three 
years, since under the existing requirements the French army 
would amount to less than half that of Germany. Com- 
munists, oddly enough, led in this agitation and, what was 
still more odd, the leaders of the extreme Right joined forces 
with them. It was soon calculated, however, that this scheme 
would give France only about 150,000 more troops, because 
of the “lean years’’—the years of the young men born during 
the Great War. Such a small increment would not meet Ger- 
many’s new challenge. In the end, therefore, the government 
decided to offset Germany's quantitative increase by a quali- 
tative effort. The process of mechanization was to be carried 
further, and new stocks of war materials were to be accumu- 
lated. 

In an expansive moment one day in August Signor Musso- 
lini boasted that he could mobilize 8,000,000 men within a 
few hours. Certainly he did not mean that he could summon 
that number of trained and fully equipped soldiers for imme- 
diate field duty; more probably he meant that these civilian 
and military millions could be assembled for local Fascist 


Frankfurter Zeitung, August 25, 1936. 

3 The estimates range from 550,000 to 1,300,000; the figure given above 
is believed to be nearly correct. The semi-military organizations, estimated at 
about 675,000, are not included in the army figures. 
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parades. Conservative experts estimated the number of 
Italians under arms in 1936 at 750,000. With respect to land 
forces Italy thus occupied a position midway between France 
and Germany. The Soviet standing army was formidable in 
size, with perhaps a million and a quarter men under arms, 
and with many divisions fully mechanized; but opinions 
differed concerning the ability of the government to maintain 
so large a force in effective fighting condition during a pro- 
tracted war. 

The British army, according to the Armaments Y ear-Book, 
numbered 154,000 regular troops and officers on home and 
overseas service. Colonial and native troops and territorials 
(or militia) brought the total strength to 537,000."* Service in 
the British army was voluntary. There were obvious advan- 
tages in this system, but at a time when the nation was mak- 
ing a concerted effort to rearm, it also had its drawbacks. 
A vigorous drive during the autumn to obtain 17,000 new 
enlistments in the infantry reserve brought in only 850 re- 
cruits, and the question was raised during a debate in the 
House of Lords whether conscription, which the country had 
succeeded in avoiding during nearly two years of the World 
War, might not again become necessary.’® 

It was plain that the dictator countries of Western Europe 
had gained a substantial lead over the democracies in the 
race of land and air armaments. Germany and Italy had ap- 
proximately twice as many men permanently under arms as 
France and Great Britain had. In numbers of aircraft the 
two groups were more nearly equal, but the advantage in 
quality of equipment lay with Italy and the Reich. In one 
important respect, however, the democratic states were fa- 
vored: they possessed reserves and resources which their 
rivals did not have. If the race should be long continued, the 
preponderance of military power would eventually swing to 
the side of the British and French. The factor of time worked 


% Armaments Y ear-Book, 1936, 146-147. 
% Parliamentary Debates, House of Lords, CIII, 146, November 17, 1936; 
New York Times, November 19, 1936. 
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for them. Already the drain of outlays for armaments was 
causing Germans to tighten their belts, and Dr. Goebbels 
put patriotism into their privations by reminding them that 
“a fat belly counts less from an historic point of view than 
a cannon.” 

Germany’s attempt to overcome her fundamental weakness 
took shape in a four-year plan, proclaimed by Herr Hitler at 
Nuremberg on September 9: to make the country as com- 
pletely self-sufficient as was possible within the limits of 
human ingenuity and industry; to find substitutes for the 
cotton, wool, rubber, petroleum, tin, lead and nickel now 
coming from the outside world. With these problems solved, 
the totalitarian state would be on a more nearly equal eco- 
nomic footing with its democratic neighbors. But if the prob- 
lems proved to be insoluble, what then? Would your dictator 
stay passive while the beam of the balance gradually swung 
against him, or would he move to attack while the military 
advantage was still on his side? And if he attacked, could he 
win by virtue of his air and land strength alone? Had the 
airplanes in East Africa disproved the long-accepted theory 
that sea-power is the ultimate determinant of dominion? The 
answers to these questions were fraught with consequences 
for the future of Europe. For the democratic nations, the 
United States among them, were still supreme on the seas, 
and though trailing in land and air competition, they did not 
intend to be outstripped in the naval race which gathered 
headway during 1936. 


4. Naval Programs 


“Everything points to 1936-37 as likely to be the boom 
years for naval construction.” This was the prospect held out 
in the 1935 edition of Jane’s Fighting Ships, published just 
three days before the opening of the London Naval Confer- 
ence. Events quickly verified this prediction. A year later in 
its next edition the same authority reported that never in any 
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twelve-months period since the Great War ended had such a 
quantity of new tonnage been authorized. 

There were portents of increasing competition in naval 
building even before the London Conference met. It is true 
that the five powers represented there had kept within treaty 
limits, but those which had not previously brought their 
fleets to full treaty strength were now determined to do it. 
While the United States delegation was on the high seas en 
route to the conference, the Secretary of the Navy made 
public his annual report to Congress. “The situation in re- 
gard to treaties for limitation of naval armament still re- 
mains uncertain,” he said, “and it is impossible to predict 
the nature of future treaties, if any. For the present, the 
policy of this department remains unchanged, and it is 
strongly recommended that the plans for building to the full 
strength allowed by existing treaties be continued without 
change.” 

At this time the United States navy had already built, or 
was building, or had appropriated funds for building battle- 
ships, cruisers and aircraft carriers up to the treaty limits in 
tonnage. It could lay down 19,160 more tons in submarines 
and 51,765 more tons in destroyers and still stay within the 
treaty. The British navy had 90,623 tons of various categories 
still to go, but the Japanese navy had used up all its latitude 
except 2,078 tons in destroyers and submarines. 

Not the keel of a single new battleship had been laid by 
the United States since the conclusion of the Washington 
Treaty in 1922, and Great Britain had completed only two 
such units to balance the tonnage of the United States, as she 
was expressly permitted to do. But to meet the challenge of 
Germany, both France and Italy had again started to build 
vessels of this type. During 1936 France was engaged in 
fitting out two new battleships of 26,500 tons each, and she 
had another of 35,000 tons on the ways. She was planning a 


* Report of the Secretary of the Navy, 1935. 
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second 35,000-ton unit to be laid down after the expiration 
of the Washington Treaty. Italy likewise had begun the con- 
struction of two battleships of 35,000 tons each.” 

German rearmament on land and in the air had started 
the furious international race for position and protection. 
Stimulus to the naval race had also come from Germany, 
where the construction of two new 26,000-ton battleships had 
been begun in secret even before the conclusion of the Anglo- 
German naval agreement of 1935. The first of these ships, 
the Scharnhorst, was launched on October 3, 1936, sixteen 
months after the conclusion of that treaty; and a sister ship, 
the Gneisenau, was launched on December 8.7* In building 
her 10,000-ton “pocket battleships” Germany had kept 
within the letter of the Treaty of Versailles. But it was no 
deep-seated reassurance to France to be told that the tech- 
nicalities had been observed: she responded to this challenge 
with her two heavily armored ships of 26,500 tons. Germany 
retaliated with two new 26,000-ton vessels of her own. 
Whereupon France and Italy designed more formidable craft 
of 35,000 tons. Among these three powers a race in capital 
ships had begun, and British and American naval experts 
were not a little perturbed to see somebody else driving the 
rivets into floating fortresses keyed up to 30 knots per hour. 
Only one class of battleship in the British navy was capable 
of 25 knots, and 21 knots was the maximum for battleships 
of the United States navy.”® 

They, on their part, had been concentrating on the con- 
struction of smaller craft, but in this field too they were 
feeling the rivalry of the Continental naval powers. The 
newest and best cruisers of the United States navy were 
capable of 3214 knots, and its fastest destroyers had attained 
a speed of 37. But how good did this look when Italy boasted 


™™ Armaments Y ear-Book, 1936, 387, 541. 

% New York Herald Tribune, October 4, 1936; New York Times, Decem- 
ber 9, 1936. 

® Armaments Y ear-Book, 1936, 164, 884. 
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several cruisers which could be tuned up to 37 knots and 
destroyers which could do 39?” 


5. The Escalator Clause 


All such naval building in the early months of 1936 was 
still under the restraint of existing treaties. By mid-year these 
restraints were definitely relaxed. First came Japan’s refusal 
to adhere to the new London agreement for qualitative lim- 
itation. And on the heels of this followed Great Britain’s for- 
mal notice to Washington and Tokyo that she would invoke 
the “escalator clause” of the Treaty of 1930. 

On the subject of Japan’s rejection of the new agreement, 
Tokyo newspapers sought to be reassuring. This action, they 
said, would bring no competition from Japan in the matter 
of capital ships; for while the government planned to replace 
four such vessels, now over-age, with new ones of the most 
modern type, it would have been entitled to do this anyhow 
under the Washington Treaty, and it had no intention of 
seeking parity in capital ships with Great Britain and the 
United States. On the other hand, the press intimated that 
Japan, having no further obligation to disclose her building 
program, would now aim at world supremacy in destroyers 
and submarines—the types now regarded as the best suited 
to Japan’s needs. If the newspapers spoke the mind of the 
government, the Japanese wished to avoid a naval race with 
Great Britain and the United States and at the same time to 
attain the long-desired prestige which they believed would 
come from primacy in at least one type of naval armament. 

As to that other disturbing event, the invocation of the 
escalator clause by Great Britain, this did not mean the laying 
down of new tonnage. It meant the retention in service of 
tonnage which would have been scrapped by the end of 1936 
under the terms of the London Treaty of 1930. This agree- 
ment provided that any of the contracting powers might go 
beyond the treaty limits in building specified types of ships 


*” Armaments Y ear-Book, 1936, 164, 884. 
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upon notifying the other signatories that its national security 
was ‘‘materially affected” by new construction by some power 
not a party to the treaty. This clause having been invoked by 
one of the signatories, the others would be free to increase 
their tonnage proportionately in the specified type. 

To comply with their basic agreement, Great Britain and 
the United States would have had to scrap enough obsolete 
destroyers to leave each of them with 150,000 tons of such 
vessels at the end of 1936. But the British government now 
took the position that new construction by France and Italy, 
who were not bound by the treaty of 1930, required the 
raising of its own quota to 190,000 tons. It proposed to attain 
this tonnage merely by suspending the scrapping of some of 
its older destroyers. Automatically the American quota would 
also rise to 190,000 tons and the Japanese quota from 105,000 
to 133,000. 

In reply to the British declaration, the United States gov- 
ernment announced that it likewise, though “very reluc- 
tantly,” would retain in service 40,000 tons of over-age 
destroyers in excess of the treaty maximum.”* Whereupon 
Japan introduced a new complication. Although now entitled 
to retain approximately 28,000 tons of old destroyers, she 
did not have enough of this tonnage which was over-age to 
enable her to conform proportionately with the retentions by 
Great Britain and the United States. She let it be known, 
therefore, that she would retain only 15,600 tons of de- 
stroyers and would piece out her quota with 11,000 tons of 
submarines. In London and Washington this decision was 
regarded as in effect an independent invocation of the es- 
calator clause by Japan, in so far as submarines were con- 
cerned. If that interpretation were pressed, Japan would be 
obliged to explain to the two other signatories the reasons 
for her action, and they in turn would be authorized to retain 
an equivalent amount of submarine tonnage, in order that 


™ New York Times, September 3, 1936. 
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the existing ratio in this category might not be impaired.” 
But neither Great Britain nor the United States took the 
strict position. The question was discussed informally be- 
tween Washington and London, apparently for the purpose 
of record only, and Japan was allowed to retain her sub- 
marines.”® 

On December 17, only two weeks before the expiration of 
the treaty, Sir Samuel Hoare, the First Lord of the Admiralty, 
notified the House of Commons that his government pro- 
posed to invoke the escalator clause once more and to retain 
in service five light cruisers which were due to be scrapped 
at the end of the year. “In view of the deterioration of the 
general international situation, this is obviously not a 
moment when any power would wish to scrap serviceable 
vessels,” he said; and he added, amid the cheers of his col- 
leagues, that the consent of the United States to this pro- 
cedure had already been given and that the Japanese reply 
was also expected to be favorable.* To adjust to this addi- 
tional retention of over-age British vessels, the Navy De- 
partment in Washington announced that it would keep afloat 
an equivalent amount of destroyer tonnage scheduled for 
scrapping at the end of the year. This could be done under 
Article XVII of the Treaty of 1930, which permitted the 
transfer up to ro per cent of total light cruiser tonnage to 
the destroyer class, but did not provide for the substitution 
of any other category. On December 22 the Japanese govern- 
ment said that it would consent to the second British invoca- 
tion of the escalator clause, and again it decided to retain 
a corresponding tonnage of over-age submarines, in spite of 
the letter of the Naval Pact of 1930.75 

Thus parts of the three fleets which ordinarily would 
have been withdrawn from service while the Treaty of 1930 


™ Under the London Treaty Japan had full equality with Great Britain and 
the United States in submarines, though not in larger ships of war. 

*™ New York Herald Tribune, December 18, 1936. 

™ Parliamentary Debates, House of Commons, CCCXV, December 17, 1936. 

® New York Herald Tribune, December 23, 1936. 
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was in force, were reprieved in the last few months of the 
life of that agreement, and self-imposed limitations on the 
three leading naval powers were virtually wiped out by the 
stroke of a pen. 

When the Treaty of London was negotiated in 1930 Prime 
Minister MacDonald expressed the hope that the battleship 
would disappear from the navies of the world. Two years 
later President Hoover proposed to the Disarmament Con- 
ference in Geneva that the five great naval powers reduce 
their battleship tonnage by a third and their cruiser and 
destroyer tonnage by a fourth.** As late as 1933 Germany 
professed a readiness to scrap her smart new “pocket battle- 
ships” and to engage to build no more if the other powers 
would agree to similar restrictions for their fleets. But within 
the short space of two years the situation had completely 
changed. France, Germany and Italy had begun the building 
of new battleships in 1935, and in 1936 Great Britain, Japan 
and the United States were making ready to follow their 
example. 


6. The British Naval Program 


On March 3, 1936, when negotiations for another naval 
treaty were in their final stage, the British Cabinet submitted 
a White Paper to Parliament embodying its case for rearma- 
ment.** It was pointed out that since the World War there 
had been a “steady decline” in the effective strength of all 
branches of British armament, but that any risks which this 
policy involved had been “accepted deliberately in pursuit of 
the aim of permanent peace.” The government had learned, 
however, that disarming unilaterally by way of example had 
not increased its negotiating power in the Disarmament Con- 
ference at Geneva and that taking risks for peace had not 
removed the dangers of war. Indeed, international relations 
had deteriorated so greatly during the past year that there 


™ Cf. The United States in World Affairs, 1932, 237-238. 
* Statement Relating to Defence, Cmd. $107. 
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was nothing to do but repair the deficiencies in national de- 
fense and provide the means of protection against aggression 
and of playing the government's full part “in the enforce- 
ment by common action of international obligations.” 

In short, the British government firmly proposed to rearm 
as speedily as possible. It cited the reintroduction of two- 
year service in France and the reorganization and re-equip- 
ment of the French air force, the recent placing of the Italian 
army on a war footing, the huge standing army in Soviet 
Russia, and the rapidly growing military budgets of Japan 
and the United States. It seemed most concerned, however, 
over the military preparations of Germany, regarding the 
details of which “there is still a great deal of secrecy.” 

In view of what other nations were doing, the British gov- 
ernment proposed to recondition and modernize all branches 
of its defense service. It still relied mainly on its navy and 
announced that soon after the expiration of existing limita- 
tions on December 31, 1936, two capital ships would be laid 
down and that the total number of cruisers would be in- 
creased from fifty to seventy. More airplane carriers, more 
destroyers, an enlarged naval personnel, the modernization 
of coast defenses, and a much larger air force were also con- 
templated. The small addition to the army—only four bat- 
talions—was regarded as significant: there would be no big 
expeditionary force ready for immediate service on the 
Continent. 

This program assumed that the new treaty then being 
drafted would contain no quantitative limitations. On the 
day following the announcement of this program the First 
Lord of the Admiralty submitted the government's estimates 
of naval expenditures for the fiscal year ahead. Although 
no provision was made for the construction proposed in the 
White Paper, the naval budget amounted in round figures to 
$350,000,000, an increase of approximately $50,000,000 over 
the fiscal year 1935-36. Four days after the presentation of 
the naval budget Herr Hitler intensified the British mood for 
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preparedness by his repudiation of the Locarno Treaty and 
his reoccupation of the Rhineland.** On April 30 and July 9 
supplementary estimates of $50,000,000 and $135,000,000 
respectively were submitted to Parliament to provide initial 
installments for the new construction. It was estimated un- 
officially that the ultimate cost of this program would ap- 
proximate $1,500,000,000. 


7. Naval Program of the United States 


Simultaneously with the presentation of the first of the 
British supplementary estimates, the largest peace-time naval 
appropriation bill in the history of the United States was laid 
before Congress. The bill as finally enacted called for an 
outlay of $526,546,532 in the fiscal year 1936-37 and ex- 
ceeded the current appropriation by $44,794,753. The Amer- 
ican building program, like the British, provided for two 
capital ships after the expiration of the naval treaties, but 
only if another signatory of the London Treaty of 1930 
(Great Britain or Japan) should start similar construction. 
But this program, unlike the British, called for no new 
cruisers; it took in twelve destroyers, six submarines, 333 
naval airplanes and an increase in personnel up to the treaty 
limit of 100,000. The bill passed the House without a record 
vote on the day after it was reported out of committee, and 
after an effort by members from the agricultural Midwest to 
strike out the provision for capital-ship construction had been 
decisively defeated.?® In the Senate the farm bloc made a 
similar effort to do away with new capital ships, but they 
succeeded in mustering only twelve votes.*° 

Congress in the meantime had also been considering the 
War Department's Appropriation Bill. This measure received 
the President’s approval on May 16. It called for an ex- 
penditure of $572,446,844 in the fiscal year 1936-37, of 

* See above, Chapter IV. 


* By a vote of 217 to 73. 
™ Congressional Record, LXXX, 6904. 
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which $383,104,859 was for purely military purposes. It pro- 
vided for bringing the army up to its authorized strength of 
165,000 men, for strengthening the defenses on the Pacific 
Coast, in Hawaii and at the Panama Canal, and for adding 
565 airplanes to the army’s fleet. The combined appropria- 
tions for the army and navy reached a total of $909,651,391. 
Never before had Congress voted so large a military outlay 
in time of peace. The actual expenditure for this purpose had 
been $764,439,127 in the fiscal year 1935-36 and $533,597,- 
243 in 1934-35. 

So it was that the race of the strongest nations to rearm 
attained proportions without a parallel in any other year of 
peace in the history of the world. The financial burden of 
this activity was staggering. What the total cost eventually 
would be and how it would ever be paid were questions often 
raised but never answered. For the most part these operations 
were financed by public borrowing, with the banks taking 
the greater part of the government's securities. For the mo- 
ment, the manufacture of war equipment stimulated indus- 
trial operations and increased employment, and much of the 
economic recovery in Europe during 1936 was ascribed to the 
growing activity of war industries. Not only the munitions 
and armament makers but allied industries—iron and steel, 
coal and coke, chemicals, textiles, automotive vehicles—also 
profited. But recovery on such a basis left much to be desired. 
For the creation of arms, unlike that of ordinary capital 
goods, provides no means for increasing a nation’s wealth. 
Guns do not produce economic values; they destroy them. 
The capital invested in them becomes sterile if there is peace 
and destructive if there is war. When munitions plants are 
busy the government is under many compulsions to help 
them maintain their pace, and it shrinks from starting the 
deflation which is almost certain to follow the suspension or 
curtailment of operations. 

Such was the situation during 1936. It was unquestionably 
fraught with political as well as economic dangers. Every 
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new move by any great power to strengthen its own “na- 
tional defense’ tended to aggravate old grievances or create 
new ones on the part of its neighbors. The world no longer 
looked upon the League, the Locarno Pact, the Pact of Paris, 
the naval agreements and the Stimson doctrine as effective 
instruments of peace. Their strength was spent; their repute 
had gone; and for the days of transition to some other basis 
no principle lay ready to hand save that of peace by force. 
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CHAPTER EIGHT 
CONTROL OF THE SALE OF MUNITIONS 


THE United States army makes its own rifles, cartridges and 
field artillery; the navy manufactures its guns and part of its 
powder and builds about half of its own warships.’ For the 
other half of the fleet, for airplanes, tanks, motor trucks, 
machine guns, and a vast quantity of war chemicals and 
explosives, the government goes to private companies.” It was 
one of the anomalies of the race of armaments that a Senate 
investigating committee, through the mouth of its Chairman, 
should be denouncing the policies, practices, and profits of 
the private concerns which would be called upon to supply 
the government with the bulk of its new military equipment, 
at the very time when the Congress of the United States was 
authorizing record-breaking peace-time military expenditures. 
In the fiscal year in which the Munitions Investigating Com- 
mittee began its labors, these expenditures amounted to 553 
million dollars. When the committee completed its work, 
two years later, they had risen to 909 millions. 


1. The Munitions Makers under Fire 


In 1934 a number of books and magazine articles ap- 
peared which gave an ugly picture of the private munitions 
trade, especially in Europe.* The interest and feeling aroused 


* Report of the Special Committee on Investigation of the Munitions In- 
dustry, Part 3, p. 3. Referred to hereafter as Senate Report 944. 

*Most of these concerns are engaged primarily in producing for civilian 
use and are not dependent on orders from the War and Navy Departments 
for their profitable operation. This is true, for example, of the motor-car and 
chemical companies; their sales for military purposes are only a small fraction 
of their business. 

* Cf. The United States in World Affairs, 1934-1935, 260. 
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by these disclosures undoubtedly played a part in the Senate’s 
decision to appoint a committee to investigate the activities 
of all “agencies in the United States engaged in the manu- 
facture, sale, distribution, import, or export of arms, muni- 
tions, or other implements of war.” The investigators were 
also directed to find out whether existing legislation and 
treaties were adequate to control the arms traffic, and to 
study the desirability of converting the private munitions 
business into a government monopoly. Thus clothed with 
broad authority, seven Senators began their work in the sum- 
mer of 1934:* they rendered their report in June, 1936. 

The inquiry was no perfunctory affair. Full use was made 
of the power to subpoena witnesses and records. A squad of 
investigators plowed through a prodigious mass of letters 
and documents in the files of the armament makers and in 
government bureaus. Purely private correspondence was 
made public property, and confidential papers in the posses- 
sion of the Department of State were violated.’ The testi- 
mony laid before the committee filled volumes, and its report 
alone ran to 1400 pages. The committee’s findings and the 
views of its Chairman were given wide publicity in the press, 
on the radio and on the lecture platform. It goes without 
saying that the Chairman did not arrange for equal publicity 
to be given to Miss Dorothy Detzer, Executive Secretary of 
the Women’s International League for Peace and Freedom, 
who, in fact, had originally proposed the inquiry and lob- 
bied for it;* nor to the still anonymous writer in Fortune 
whose article in March of 1934 had done much to focus 
public attention on the subject of the traffic in arms; nor to 

“The personnel of the Senate Munitions Investigating Committee was as 
follows: Senator Gerald Nye (Rep.), North Dakota, Chairman; Senators 
W. Warren Barbour (Rep.), New Jersey; Homer T. Bone (Dem.), Idaho; 
Bennett C. Clark (Dem.), Missouri; James T. Pope (Dem.), Idaho; Arthur 
H. Vandenberg (Rep.), Michigan, and Walter F. George (Dem.), Georgia. 

* Cf. Department of State Press Release, January 20, 1936. 


* Miss Detzer’s work was recognized by the Nation (N. Y.) at the end of 
1934, and a medal was awarded to her for it. 
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Mr. Stephen Raushenbush who worked zealously as the com- 
mittee’s counsel. 

The investigation cost approximately $200,000. That was a 
lot of money, but it was by no means too much to pay for the 
reform of certain generally admitted abuses or for a work- 
able plan for safeguarding the country’s peace. The extent to 
which the inquiry had advanced these purposes could not be 
measured at the end of 1936. The committee had made its 
report; the next move lay with the new Congress which was 
to meet in January, 1937. 


2. The Committee’s Findings 


The munitions traffic has perplexed neutral nations in al- 
most every war since firearms were invented. During the past 
hundred years and more, American gun-runners have con- 
ducted a hazardous and sometimes profitable operation when- 
ever insurrection or civil war has broken out in the Western 
Hemisphere. And bulk trade in war materials of one sort or 
another has been an important business in this country when- 
ever a major conflict has developed in any part of the world. 

The Senate committee’s inquiry touched on every phase of 
such operations since 1914, and on the matter of war loans 
and credits as well. It submitted its findings and recommen- 
dations in successive sections, each of which dealt with a 
special aspect of the matter under investigation. In the first 
three sections of the report all members of the committee 
concurred. A minority dissented from the other findings and 
recommendations. 

Part One dealt with the naval shipbuilding industry. Evi- 
dence was summarized which tended to show that private 
companies had profited excessively on government orders 
during and after the World War. Treasury audits were cited 
to prove that on certain contracts private yards showed profits 
“up to 90 per cent,” and that even on the usual run of busi- 
ness they netted from 20 to 35 per cent. The shipbuilders 
repudiated these figures as unfair and based on false prem- 
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ises.’ On this point the conclusions of the committee were 
negative. They did not approve of schemes to limit profits of 
the private yards on government contracts to a fixed rate, 
such as the 11.1 per cent provided in the naval appropriation 
bill of 1934. Such a system, they thought, only encouraged 
builders to pad their costs, and required a whole army of 
accountants to check them.® 

Part Two reviewed the government's experience with 
price-fixing during the World War and concluded that “in 
order to prevent widespread profiteering in a national war 
emergency, several amendments to the Constitution will 
probably be necessary.”” These amendments should: (1) le- 
galize the commandeering of whatever might be required for 
war purposes and avoid the present method of determining 
fair compensation by court review, since this method had 
always resulted “in payment at the highest possible price 
levels;” (2) enlarge the power of Congress to tax war prof- 
its; and (3) authorize Congress in time of emergency to 
eliminate the tax-exempt features of government securities.® 

Part Three dealt with the sales activities of munitions com- 
panies. This was certainly the most pertinent and probably 
the most valuable section of the report. It revealed little that 
was wholly new, but it turned the spotlight on certain grave 
abuses, above all on the methods followed by dealers in ob- 
taining contracts from foreign governments. American firms 
were apparently no worse and no better than foreign sellers 
whose competition they had to meet; but the whole enter- 
prise was a sordid one. In the words of an agent for an 
important firearms company, the selling of arms abroad 
“brought into play the most despicable side of human nature; 
lies, deceit, hypocrisy, greed and graft occupying the most 
prominent part in the transaction;’’° and the tales told at the 
hearings of brokers in the United States who had acquired 


* Senate Report 944, Part 1, pp. 4, 9; New York Times, April 26, 1936. 
* Ibid., Part 1, pp. 7-8. 

* Ibid., Part 2, pp. 3-4. 

*” Ibid., Part 3, p. 3. 
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cheap stocks of old second-hand military supplies in the hope 
of selling them to revolutionists at a good profit, and of “go- 
betweens’”’ with itching palms who brought these dealers into 
contact with revolutionary juntas, seemed as if they had been 
lifted bodily from the pages of O. Henry or Richard Harding 
Davis. 

To the surprise of many people the committee found that 
the War and Navy Departments actually encouraged private 
sales to foreign governments, believing that export sales of 
arms and equipment helped to keep production going and 
thus contributed to the country’s preparedness for national 
defense. The government supplied both technical and sales 
assistance to private companies. It lent them its proving 
grounds for tests, turned over to them the results of its own 
experimental findings, and on at least one occasion was 
willing to supply them with drawings and designs of the 
latest secret improvements in firearms in the event that they 
should obtain large foreign orders for such equipment. 
American military attachés in foreign capitals sometimes 
served as “‘contact men”’ for the sales agents of private muni- 
tions companies. Naval officers in foreign ports likewise 
proved useful. In one instance the officers of an American 
warship were ordered to demonstrate the merits of their guns 
to representatives of the government in the port they were 
visiting so that a certain arms company might be helped to 
obtain a contract. 

The committee found that American munitions firms tried 
to bring pressure not only upon foreign governments but 
upon their own government as well. Shipbuilders and con- 
tractors for military supplies maintained agents in Washing- 
ton to lobby for generous legislative appropriations.** Gov- 
ernment bureaus were said to have shut their eyes at 
participation by United States interests, along with British and 
French companies, in the rearmament of Germany. The War 
Department was alleged to have allowed several American 


™ Senate Report 944, Part 3, 204-217. 
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companies to sell airplane engines adaptable to military use 
to Germany, although her treaty with the United States in- 
cluded an article of the Treaty of Versailles providing that 
importations into Germany of arms, munitions and war ma- 
terials of every kind should be strictly prohibited. Certain 
concerns were permitted to license German companies for 
the manufacture of airplane equipment.’* Some American 
manufacturers actively opposed their own government’s pro- 
gram at the Geneva Arms Control Conference in 1925 and 
again at the Geneva Disarmament Conference in 1927. The 
Chinese arms embargo of 1919 and the Chaco arms embargo 
of 1934 were other peace efforts of the United States govern- 
ment which American munitions agents tried to circumvent." 

The committee found that American corporations had 
made extensive arrangements with foreign companies for the 
division of world markets, price-fixing, the reciprocal ex- 
change of information concerning new inventions and proc- 
esses, and had engaged in other practices tending toward the 
creation of monopoly or a “world armaments ring.” On May 
29, 1933, an executive of the Du Pont Company wrote to the 
Chairman of the British firm Imperial Chemical Industries, 
Ltd., with regard to monetary changes then taking place in 
the United States, stating that “Whatever the changes may 
be, they will not be allowed to disturb the harmony of the 
relation between our two concerns which have so long and 
so well withstood the passage of time and its many fiscal 
variations; . . . [nor} affect the interpretation to be placed 
on our patents and processes agreement and the working out 
- of a codperation for which that agreement provides.”** Per- 
haps the prize exhibit was a war-at-any-price letter from the 
executive of an American company building submarines for 


#2 Senate Report 944, Part 3, 256-262. 

3 Ibid., Part 3, 6-7, 122-129, 151-157. 

% Imperial Chemical Industries, Ltd., was a British holding company with 
an interest in Nobel Industries, Ltd., Brunner Mond Company, Ltd., United 
Alkali Company, Ltd., British Dyestuffs Corporation, Ltd., and a controlling 
interest in more than forty associated companies. The manufacture of explo- 
sives was only one of the many activities of these companies. 
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Peru to an official of a British company supplying war mate- 
rials to Chile. It was sent shortly after the peaceful settlement 
of the Tacna-Arica dispute. “It is too bad,” ran the com- 
plaint, “that the pernicious activities of our State Department 
have put the brake on armament orders from Peru by 
forcing resumption of formal diplomatic relations with 
SE te 

While these various activities were denounced as carrying 
“within themselves the seeds of disturbance to the peace and 
stability of the nations in which they took place,” the com- 
mittee produced no evidence to show that any nation’s peace 
and stability had actually been upset by the sales pressure of 
the munitions companies, objectionable though that sales 
pressure was for other reasons. However, this is merely pass- 
ing comment. The “other reasons” were quite sufficient. The 
people of the United States had no special solicitude for the 
income statements of the munitions companies and the arms 
brokers. 


3. Recommendations for Arms Traffic Control 


In Part Four of its report the committee considered 
whether existing legislation was adequate to control the 
arms traffic. At that time there were a number of “anti-war” 
bills before Congress designed to supplement the controls 
already provided by statute. The most important of these, the 
McSwain bill, which aimed to prevent war by making it un- 
profitable for the producers of military supplies, had passed 
the House in an emasculated form at the previous session 
and was still before the Senate.** With the bills pending 
before the regular standing committees of either House Sen- 
ator Nye and his colleagues were not concerned. 

They were concerned, however, with arms shipments to 
China and the Chaco in violation of the embargoes, the con- 
nivance of munitions companies in the rearmament of Ger- 


* Senate Report 944, Part 3, pp. 4-5. 
% The United States in World Affairs, 1934-1935, 258-259. 
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many, and “gun-running’” from the United States during the 
revolution in Brazil. To prevent the repetition of such inci- 
dents the committee recommended: (1) that the export of 
war materials should not be licensed unless the government 
of the importing country approved; (2) that the statutory 
penalties for false labeling, false manifests and false destina- 
tion should be increased; (3) that whenever embargoes were 
in effect the Munitions Control Board should be empowered 
to examine all correspondence as well as all records concern- 
ing orders; (4) that licenses for exports of articles “of a 
possible dual character,” adaptable to either civil or military 
use, should be accompanied by a guarantee from the govern- 
ment of the importing country that they would not be 
employed for military purposes; (5) “that the sale and ship- 
ment of arms be confined to recognized governments only;” 
and (6) that the United States should take “all possible 
steps” for more effective international control of the muni- 
tions traffic than the Geneva Convention of 1925 provided, 
and in particular should press for early consideration of its 
draft agreement of 1934." 

It would have been hard to devise a more drastic regula- 
tion of the arms traffic with other countries in peace time, 
without prohibiting it altogether. In an effort to avoid every 
possible occasion for international friction, the committee 
proposed in effect to forbid private sales of arms abroad 
except with the formal consent of the country of their proved 
destination. Sales to countries at war had, of course, already 
been forbidden by the neutrality legislation of 1935 and 
1936. 


4. “Taking the Profits Out of War” 


War-time controls at home, however, came within the 
purview of the committee through its instructions from the 
Senate to assess the findings of the War Policies Commission. 


™ For details of the Geneva Convention and the United States government's 
draft agreement, cf. The United States in World Affairs, 1934-1935, 261-263. 
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This commission had been created by Congress on June 27, 
1930, to study “methods of equalizing the burdens and re- 
moving the profits of war, together with a study of policies 
to be pursued in the event of war.” The War Department 
had drafted seven bills in general conformity with the rec- 
ommendations of the commission, and Senator Nye’s group 
undertook to examine these bills as a practical method of 
reviewing the commission’s findings. Briefly summarized, 
they provided for: 

1. A Capital Issues Committee to regulate the issue of 
securities other than those of the United States government 
during time of war. 

2. Presidential control over industry, including the power 
to fix prices and wages, to establish priorities of manufacture 
and distribution, and to regulate sales and production. 

3. Presidential power to take over and sell real and per- 
sonal property. 

4. A Marine War-Risk Insurance Bureau. 

5. War-time government control over exports and im- 
ports, including their transportation and distribution. 

6. A universal draft for all male citizens over eighteen 
years of age, who, after the draft, could be ordered into 
military service or into industry. 

7. A War Finance Corporation to provide loans to banks 
for financing war needs. 

Collectively these measures were devised to eliminate 
every form of war profiteering, whether by manufacturers, 
distributors, or labor, and to obtain maximum production of 
necessary materials with all possible dispatch and at reason- 
able cost. Their avowed purpose was to mobilize the entire 
industrial and human resources of the nation on the basis of 
equal treatment for all, so that, with full regard for both 
individual justice and military effectiveness, war might be 
prosecuted to a speedy and decisive victory. 

Here, as in the original McSwain bill, it was sought to 
diminish the prospect of war by making it unprofitable for 
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government contractors and disagreeable for everyone else. 
The measures under review also tried to meet the argument 
that when you eliminate profits in war time you slacken the 
production of necessary materials and possibly invite defeat. 
Speed of operations and volume of output were to be ob- 
tained by injecting military discipline into mines, shops and 
factories. Workers inclined to “soldier” at their jobs would 
be sent to the front to do some real soldiering. Alternatively, 
they could starve. Agitation for higher pay or shorter hours 
would be characterized as military insubordination and would 
be dealt with by court martial. 

This War Department plan set up the very sort of mili- 
tary machine that pacifists dreaded and militarists desired, 
and the verdict of the Munitions Investigating Committee 
was against it. In actual practice, they reported, the govern- 
ment would discover that it was simpler to control wages 
than to control prices and profits. Thus Labor would make 
the greatest sacrifice and Capital would come out of it rela- 
tively well. Moreover, any such sweeping industrial mo- 
bilization would force laborers to work in private industry 
under conditions and at wages which did not satisfy their 
needs; and if they were compelled to do this or starve their 
work would not be efficient. While the price of war might 
turn out to be “actual operating dictatorship,” and while 
under certain circumstances the people might be glad to pay 
that price, the committee were unwilling to recommend that 
it be imposed on the country by legislation without a national 
referendum. 


5. Government Ownership of Munitions Plants 


In place of such rigid control a majority of the committee 
recommended that the government own the facilities re- 
quired for the construction of all warships, gun forgings, 
projectiles, and armor plate for the Navy Department, and 
facilities for the production of all powder, rifles, pistols and 
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machine guns required by the War Department.’* Under this 
scheme the government plants would supply only the peace- 
time requirements of the army and navy. The majority report 
recognized that publicly-owned establishments adequate for 
war-time needs would be mostly idle and that the huge in- 
vestment required for them would not be economical. It 
recognized the need of resorting to private plants for the 
bulk of the nation’s war requirements, but it proposed that 
the government should acquire all necessary tools and equip- 
ment during peace-time and have them ready for installation 
in private plants on the outbreak of war. 

Nationalization was deemed necessary, since recent experi- 
ence had shown that efforts to regulate the profits of private 
concerns could be easily evaded. Furthermore, public control 
of private companies, especially those having foreign busi- 
ness, would mean control of their management, and such a 
division of authority and responsibility was regarded as un- 
desirable. Government ownership, the majority thought, 
would eliminate the pressure on Washington for large mili- 
tary and naval appropriations and would do away with the 
objectionable features of foreign sales by private American 
companies. If the navy could manufacture its powder, as it 
was then doing, the army could do likewise. 

The committee minority opposed government ownership 
for three reasons. First, it would result in local political 
pressure to keep the plants going at capacity and would thus 
encourage heavy expenditures for armament. Second, the 
concentration of the peace-time munitions industry in state- 
owned plants would deprive the government of the “corol- 
lary facilities” upon which it was accustomed to rely and 
would impair the national defense unless the government 
plants were constructed on an extravagant scale. Third, un- 
less these plants were kept at full-time production the costs 

%* The members subscribing to this plan were Senators Nye, Clark, Bone 


and Pope. Those dissenting were Senators Barbour, George and Vandenberg. 
Senate Report 944, Part 7, pp. 121-123. 
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of manufacture would be greater than in private establish- 
ments. The minority, therefore, recommended rigid control 
rather than nationalization, save in a few isolated cases. 


6. Why the United States Went to War 


The drastic recommendations of Senator Nye and his three 
Western colleagues were based upon the assumption that 
private manufacturers of munitions cause wars. If that as- 
sumption were not correct, the case for nationalization would 
have little left to support it. No one maintained that the wars 
which the United States had fought before 1914 were 
brought about through the influence of munitions makers. 
But there were those who insisted that the World War was 
different, and on this opinion four members of the committee 
agreed.’* They gave over a considerable part of the report to 
that thesis, and in so doing dealt with many matters which 
were not germane to the inquiry. Because of these sometimes 
politically-inspired excursions, the committee suffered a sharp 
loss of public esteem during the final phase of its investiga- 
tions. This was accelerated by Senator Nye’s apparent desire 
to see Senator Nye’s name on the front page of the news- 
papers. 

The Chairman’s appetite for publicity seemed to increase 
with the eating, and toward the end he had done much to 
destroy whatever good influence the work of his committee 
might have had. To substantiate his often asserted claim that 
munitions makers and their allies, the international bankers, 
brought the United States into the World War, he embodied 
in the report a memorandum drafted under his direction 
which completely exonerated Germany for her unrestricted 
submarine warfare and placed the stripe of condemnation on 
the government of his own country for its conduct during 
the period from 1914 to 1917.” 

Senators Nye, Bone, Clark and Pope. It may be significant that they 
represented states west of the Mississippi River, while the dissenters were 


from states farther east. 
*® Senate Report 944, Part 5, pp. 11-87. 
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Part Five of the committee’s report is therefore something 
alien to the committee’s terms of reference.”* It is also some- 
thing unparalleled as a public document. Many government 
publications carry criticism of policies pursued by those who 
hold political views different from the authors of the crit- 
icisms. But in this instance we are favored with a govern- 
ment publication which arraigns virtually the whole Amer- 
ican nation and exonerates its war-time enemy. It speaks 
critically of “America’s complete lack of neutrality” and the 
“selfish and materialistic aspirations of the Allies,” to whom 
“materials of murder were being supplied in unlimited quan- 
tities” from the United States, and emphasizes the ‘‘vested 
interest in Allied success on the part of the great commercial 
and financial interests.”** After these interests had ‘“elim- 
inated any such thing as neutrality on the part of the United 
States,"” President Wilson, we are told, was compelled “to 
follow the course from which he dared not deviate—a course 
which spelled, inevitably, ruthless submarine warfare and the 
entrance of the United States into the war.” The memoran- 
dum went even further than many German writers had done 
in defending Germany’s desperate use of the U-boat, and 
justified it as “her only chance of success.” If the submarine 
warfare was ruthless, “America’s complete lack of neutrality 
was responsible.” 

This attempt to fight the war all over again—but on the 
side of Germany—precipitated angry debates in the Senate 
and hostile comment elsewhere. The committee majority was 
accused of a desire to discredit the Wilson Administration 
for political reasons, to cater to the “hyphen” vote, and to 


™ The committee also recommended more stringent regulation of loans and 
credits, not only those granted to belligerent governments and their political 
subdivisions, but to any institution or individual that might make the pro- 
ceeds of the loan available to a belligerent. Citizens of the United States 
were to be prohibited from traveling on ships of belligerents or on any other 
ship carrying contraband through a war zone, instead of being warned, as 
during the Italo-Ethiopian conflict, that such travel was at their own risk. 
Senate Report 944, Part 5, p. 7. 

* Senate Report 944, Part 5, pp. 80-83. 
* Ibid., Part 5, pp. 80-81. 
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pay off old grudges.** The immediate occasion for an out- 
burst in the Senate was Senator Nye’s declaration during a 
session of his committee that President Wilson and Mr. 
Lansing, his Secretary of State, had “falsified” when they 
denied knowledge of secret treaties which the Allies had 
negotiated prior to the entrance of the United States into the 
war. Infuriated, Senator Connally of Texas denounced the 
Chairman on the floor of the Senate and declared that the 
committee's operations had now reached “their, so far, 
lowest depth of performance.”** And Senator Glass of Vir- 
ginia, pounding the desk until his knuckles bled, said grimly: 
“I will never vote another dollar to anybody or any commit- 
tee, any one of whose members is so insensible to every con- 
sideration of decency as to stand on the Senate floor and 
bitterly assail two dead men who were honored by this entire 
nation.”** At that moment the committee was seeking a small 
extra appropriation to enable it to complete its report. This 
it obtained in spite of the objections of Senator Glass; for no 
one wished to present Senator Nye with an occasion to tell 
the public that his work had been blasted by a reactionary 
Congress unwilling to vote him the paltry $7,500 needed to 
complete his disclosures. 

An irrelevant phase of the munitions investigation has 
been described here at some length, not because of its in- 
trinsic importance, but because of a sudden interest through- 
out the country in the reasons why the United States went to 
war in 1917. Literature on this subject and the related ques- 


™ Writing in the New York Times of January 10, 1936, Mr. Arthur Krock, 
an experienced political observer, made the following comment upon the 
activities of one member of the committee: “Senator Clark has availed himself 
of a marvelous opportunity to refight the battle of the Baltimore convention, 
where his father, the Speaker, was blocked from the Presidential nomination 
by Bryan, and Woodrow Wilson was the beneficiary of the block. He has 
been able further to appeal to the many Missourians of German extraction 
who admired the war-obstructing tactics in 1915-1917 of Senator William 
Joel Stone of that State and still smart under the social and political oppres- 
sion they suffered when feeling against Germany ran so high in the United 
States.” 

* Congressional Record, LXXX, 501. 

* Ibid., 573. 
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tion of the origin of the World War had already appeared 
in quantity and still more of it was in gestation. There was 
propaganda, like Senator Nye’s Part Five. There was emo- 
tion in print, reflecting the bitterness and disillusionment of 
the post-war years. There was dogma, either echoing the 
views of philosophical pessimists who believe that war is so 
insane that it cannot be explained in terms of human reason, 
or reflecting the tenets of Marxians, who look upon war as a 
phenomenon of capitalistic imperialism. A small part of the 
output represented serious research coupled with conscien- 
tious effort to discover the truth. 


7. Mr. Millis’s Book 


First in importance among such works was Walter Millis’s 
Road to War, America, 1914-1917, published in May, 1935. 
By the end of 1936 it had sold as many as 15,500 copies. It 
received additional impetus from the fact that it was also dis- 
tributed by the Book of the Month Club to 50,500 of its 
members. At once Road to War stirred up violent controversy 
such as had not been known since the days when friends 
broke with one another over Woodrow Wilson and the 
League. The influence of this book would be hard to esti- 
mate. Undoubtedly that influence was great and general, all 
over the country. 

The author had worked assiduously through the news- 
papers of the period, through diplomatic documents and 
through memoirs, particularly those of Americans who had 
taken a leading part in the events of that time. The style of 
the book was engaging. Once begun, it could not be put 
down. It carried the reader toward the conclusion that propa- 
ganda, foreign and domestic, banker influence, the pressure 
of agriculture and industry which had been fashioned to 
meet the war-time needs of the belligerents, the cool patient 
skill of British diplomatists, and the ineptitude of certain 
American officials—had conspired to lead the United States 
into the war in Europe. Some critics protested that in 1917 
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the author must have been too young to know the emotions 
of that period and the part they played. Some insisted that 
the book had originated from an oversimplified thesis in the 
author's mind, and that the sources had been used to support 
the thesis. It might more pertinently have been said that the 
book contradicted itself. For almost to the end the narrative 
left the reader with the impression that if there had been 
more true patriotism in high places, and a little more experi- 
ence in the ways of the world (was it not more “hindsight” 
that the author really meant?) the United States would have 
kept out of war. Yet in the last few pages there was just an 
intimation that the forces at work were too great for even 
the historian of the next generation to master: and the au- 
thor’s two descriptions, one of the elder La Follette defying 
his colleagues in a Senate bent on war, the other of the 
President, back from Capitol Hill and at his desk, alone 
—these final flashes of ennobled futility lifted the theme of 
the book up from the lesser motives of the lesser men who 


had been given possession of its pages until then, and left 
that episode of American history stamped with the aspect of 
Greek tragedy. 


8. Mr. Baker’s Book 


In contrast with the sordid story of the United States as a 
neutral in the pre-war years as described by Senator Nye in 
his report, stands the account given by Mr. Newton D. 
Baker, published a few months after the report came out.”” 
Secretary of War from 1916 to 1921, Mr. Baker had a pe- 
culiarly intimate knowledge of the problems of that period 
and a vivid memory of those emotional influences which, it 
was said, Mr. Millis had not known, and which, it was cer- 
tain, Senator Nye had forgotten. Mr. Baker’s short book was 
a much needed supplement to the Road to War. And as for 
the munitions inquiry and its findings, Mr. Baker held the 


™ Newton D. Baker, Why We Went to War. Reprinted from Foreign Af- 
fairs, XV, 1-86, October, 1936. 
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view that the munitions industry, so often condemned for 
pushing the country into the conflict, hardly existed at the 
time when it was supposed to have been doing its nefarious 
work. 


When we began the actual mobilization of material for our par- 
ticipation in the World War [he said} there simply were no Ameri- 
can munitions makers. General Bliss went to England in January 
1918, and continued an agreement made in June 1917 whereby the 
British and French supplied us with cannon out of their surpluses in 
exchange for raw materials. In the early months of the war our man- 
ufacture of guns was negligible. We bought in Canada a large supply 
of Ross rifles, an obsolete arm, and used the leftovers of the Span- 
ish War, but still gave some of our recruits initial training in the 
manual of arms with broom sticks. . . . We bought revolvers and 
pistols of every sort, ransacked the museums of city police depart- 
ments for confiscated ‘‘concealed weapons” and we got the best 
our pistol manufacturers could do under “speed up production,” but 
at the end of the war we were still short of the required supply. For 
months American manufacturers were unable to make heavy ammu- 
nition. Some gadgets called “‘boosters and adapters,” necessary parts 
of high explosive shells, balked our ingenuity for months until I still 
think of them as the unattainable but indispensable price of success 
in war.?8 


Even before its publication there was support for this 
statement in the testimony given by Mr. Lloyd George on 
May 6, 1936, before a Royal Commission investigating the 
munitions industry of Great Britain.® The British Prime 
Minister of the war period testified that “after eighteen 
months of war, the Americans had no guns, heavy or light, 
of their own; they were dependent upon the French and our- 
selves, and their airplanes only came in two or three months 
before the armistice.”® 

Mr. Baker also countered Senator Nye with an impres- 
sively reasoned reminder that “the occasion of the United 
States’ entering the World War was the resumption of sub- 


* Op. cit., 120-121. 

*For an account of the scope and findings of this counterpart of the 
United States Senate inquiry, see Appendix V(a). 

™® Minutes of Evidence, Part 18, p. 536. 
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marine warfare.’** Appearing almost simultaneously’ with 
Mr. Baker’s book was an English translation of the Memoirs 
of Count Bernstorff, German Ambassador to the United 
States during the first three years of the war. As the Lloyd 
George testimony had happened to supply evidence in sup- 
port of one of Mr. Baker's chief contentions, so the Memoirs 
happened to support another. 


The definite decision to declare unrestricted U-Boat warfare [said 
Count Bernstorff} was taken on January 9. I received the news on the 
19th with the injunction to inform the American government that 
the unlimited U-Boat war would begin on February rst. After all 
that had passed I could only regard this news as a declaration of war 
against the United States, and moreover such as put us in the wrong, 
since it stultified Wilson’s efforts in the direction of peace, which had 
been made with our concurrence. . . . I did all I could to get the 
Berlin decision withdrawn, or at least postponed. But I received the 
reply that any postponement of unrestricted U-Boat war was impos- 
sible on technical grounds. With this, as the Chancellor said, “the 
Rubicon was crossed.” Immediately after the communication on the 
U-Boat war, the American government broke off relations with ours, 
and that, as I have already made clear, meant war.3? 


In so far as the Nye Committee attempted to indict Amer- 
ican private munitions manufacturers for prodding their 
country into war for the sake of additional profits when they 
already had big money-making business with the European 
belligerents, the verdict was simply—‘not proved.” The 
committee ignored the fact that, through all the months of 
the inquiry, the totalitarian states of Europe were doing two 
things of special interest: they were closing in on the private 
profits of war industry, and at the same time they were mak- 
ing themselves the greatest known threat to the peace of the 
world. The Soviet Union surpassed all other powers in Eu- 
rope in the size of its land armament, yet the profit motive 
did not exist there. Was Russia then the glamorous example 
for peace-loving nations to follow? If national control short 
of government ownership was the way to avoid war, Ger- 


™ Op. cit., 160. 
® Memoirs of Count Bernstorff, 152-153. 
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mariy and Italy were models to which all pacifists could point 
with pride. France had just taken the first tentative steps 
toward nationalizing her munitions industry but apparently 
no one felt that this had brought Europe any nearer to peace. 

The problem facing the peoples of Europe and the United 
States was not primarily that of choosing between arms 
profits and peace. If all the nations likely to become em- 
broiled in a general conflict were to succeed in removing 
every possibility of private profit from the next war, the old 
fears, hatreds, jealousies, suspicions, racial antipathies and 
desire for prestige would still play their part in causing na- 
tions to arm. What difference whether their weapons were 
forged in a private or a government factory? In fact, when 
civil war swept through Spain in the latter half of 1936, 
the private companies were “left at the post.” Hardly had 
hostilities begun before it was reported that aircraft and 
machine guns were going to the insurgents from Italy and 
Germany; that transport planes obtained from these coun- 
tries were carrying troops, twenty at a time, from Morocco 
to Spanish coastal cities, and that heavy bombers were harass- 
ing the government’s warships and preventing them from 
intercepting insurgent troopships carrying Moorish soldiers. 
Presently insurgent headquarters protested that military sup- 
plies for the government forces were being brought into 
Spain from Russia through the port of Barcelona. 

It was not the traders, eager for “blood money,” who were 
furnishing these weapons so that Spaniards could shoot each 
other down. The shipments came from countries where indi- 
vidual enterprise was either not tolerated or else confined to 
a strait-jacket. And all the while other powers where private 
enterprise still prevailed, led by Great Britain, were bending 
their energies to bring about an embargo on arms shipments 
to Spain through a non-intervention agreement on the part 
of the important countries of Europe. Germany and Italy 
looked sidewise at this proposal and thought up reservations 


to be attached to it. 
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Back in 1935 Admiral Sims had declared that when the 
next war came, though the United States might not be in it 
at the outset, she would have to face “a choice of profits or 
peace.’’** It was not the profits of the munitions makers that 
he had in mind so much as the profits from general neutral 
trade in time of war. He was affirming a belief that if neu- 
trals should insist upon their unrestricted right to trade with 
belligerents, the exercise of that “right” would get them 
embroiled in the conflict in the end. But this was a broader 
question than the Senate committee had been ordered to 
examine, and in all their various excursions they had scarcely 
more than touched on it. That was indeed fortunate, for the 
air was full of talk about ways and means of insuring Amer- 
ican neutrality, and it was earnestly to be hoped that Con- 
gress, when it met, would consider the question with all the 
wisdom at its command, untroubled by the tub-thumping of 
the demagogues. 


* Radio speech of May 8, 1935, reprinted by the World Peace Foundation. 
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CHAPTER NINE 
THE NEUTRALITY ISSUE 


ON DECEMBER 18, 1917, the following amendment to the 
Constitution of the United States was proposed to the state 
legislatures by the Sixty-fifth Congress: 


After one year from the ratification of this article, the manufac- 
ture, sale, or transportation of intoxicating liquors within, the im- 
portation into, or the exportation thereof from the United States and 
all territory subject to the jurisdiction thereof for beverage purposes 
is hereby prohibited. 


On January 29, 1919, the Secretary of State proclaimed its 
adoption by thirty-six states, and declared it in effect on 
January 16, 1920. 

This article thereby became the Eighteenth Amendment to 
the Constitution. It became the permanent prohibition legis- 
lation which the people demanded. It had its origin in the 
days and atmosphere of war; it brought about a substantial 
dislocation of business; it overrode the previously existing 
principle that there were certain areas of personal “right” 
and personal “liberty” into which the Federal Congress could 
not go. It required the individual, under penalty of the law, 
to yield his rights and recognize his duties in place of them. 
Later, human nature being what it is, the amendment led to 
moonshining, bootlegging, racketeering, deaths from wood 
alcohol and a general deterioration of the civilian fiber. It 
was a “noble experiment,” but it failed. And in 1933, when 
economic conditions were still abysmally bad, this portion 
of the Constitution was repealed on moral and on economic 
grounds. Individual “rights” reasserted themselves, and the 
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country “needed the business” to help pull it out of the 
slough of the depression. 

During the year 1936 the people of the United States, 
acutely anxious over the increasing prospect of armed conflict 
in Europe, with the possibility that the United States might 
again be “drawn in,” took part in an emotional crusade for 
“permanent neutrality legislation,” not in the form of a con- 
stitutional amendment, but as a system of statutory prescrip- 
tion which would insure that the country would keep out of 
war. The movement had no Anti-Saloon League behind it. 
It needed none. For the fear of the consequences of war, still 
fresh in the memories of living men and even more terrible 
in prospect, was a sufficient spur to action without the benefit 
of hell-fire. 

But the “neutrality” which most people had in mind when 
they discussed it during 1936 was not in the dictionary of 
diplomats, international lawyers and historians. Nor was it 
in the book of American experience. From the days of George 
Washington down through the Administration of Woodrow 
Wilson, the United States had insisted that, if other states 
went to war, her relations with the belligerents should be 
subjected to the least possible disturbance, and that her 
nationals should continue to enjoy the privileges which were 
theirs before the war began. Although this conception of neu- 
trality had been frequently asserted during great wars, the 
more powerful belligerents had usually honored it more in 
the breach than the observance. It was a much battered mani- 
festo by the end of the Napoleonic period, and the United 
States saw it flouted by both the Allied and the Central 
European powers in the years between 1914 and 1917. 

In the grip of a major conflict belligerents have usually 
respected the rights of other nations only in so far as their 
own interests permitted. A nation fighting for its life does 
not enjoy seeing others growing fat on its misfortune or its 
folly, and the unloved neutrals often find that they must 
pay in one way or another for all that they get. According 
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to an old German proverb, they are “‘soused from above and 
singed from below.’* So from time to time belligerent states 
had not hesitated to resort to measures against which, when 
neutrals, they had vigorously protested. The United States 
had been as inconsistent as any of the rest of them. During 
the Napoleonic wars this country took a position as a neutral 
which it saw fit to modify as a belligerent in 1861-1865, 
only to return to it in 1914-1917, when it again stood on 
the outside of a major conflict. 

In modern warfare first-rank powers have found it diffi- 
cult to stay neutral. In Napoleon’s day the United States 
became embroiled on both sides—first with France in 1798 
and then with England in 1812. During the Civil War the 
United States at one time was dangerously near hostilities 
with Great Britain. The experience of nearly a generation ago 
needs no mention. Mindful of history, therefore, many were 
asking in 1936 whether during “the next war’ any of the 
great powers would be able to remain at peace. 

That was one question. There were other people who 
asked whether in these days there was anything left of the 
traditional conception of neutrality. Ever since the World 
War a thesis had been current that the “old” neutrality had 
gone obsolete or else that it had been so radically modified 
as to require restatement. It was true that in 1920 the Council 
of the League had declared that neutrality among League 
members was “not compatible with the other principle that 
all the members of the League will have to act in common 
to cause their covenants to be respected.” But then it was 
assumed that all nations would eventually join the League; 
and with the United States out and with the subsequent 
withdrawal of Germany and Japan this League opinion lost 
all claim to universality. What is more, the Covenant itself 
recognized certain circumstances in which a member might 

* Philip C. Jessup, Neutrality: Today and Tomorrow, 27. (Vol. IV of a 


series under the general title, Neutrality: Its History, Economics and Law.) 
* Ibid., 86. 
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legitimately engage in war and in such a case the neutrality 
of other states was clearly envisaged. Finally, the League 
Council, on numerous occasions when it had considered how 
Article XVI of the Covenant was to be enforced, had con- 
sistently maintained that each state should decide for itself 
in each specific instance whether it would join with others 
in applying sanctions. If it should decide to refrain as a 
matter of right, it would obviously hold the status of a 
neutral. The conclusion seems established, therefore, that 
while the League may have modified the traditional concep- 
tion of neutrality as applying to its members, it did not 
abolish it.* 

Nor was it abolished by the Pact of Paris, by which sixty- 
three states proclaimed the outlawry of war. As interpreted 
by Mr. Henry L. Stimson, Secretary of State in the Hoover 
Administration, no one of the signatory states could go to 
war without violating its treaty with all the others and being 
denounced by them as a law-breaker. In that event there 
could obviously be no neutrality v7s-a-vis the aggressor state.* 
In the years which have since elapsed, this point of view has 
not prevailed. Whatever the moral issues may be in a given 
case, a state is under no legal obligation to move against 
another which has broken a treaty. The Pact of Paris does 
not prescribe the means for its own enforcement, and even if 
it did, each state presumably would retain the right, as under 
the League Covenant, to determine its own action. 


1. The New Neutrality 


If the United States, as a neutral, had adhered to its tradi- 
tional practices when war broke out in Ethiopia, the Italians 
would have been benefited thereby. They could have pur- 
chased arms, ammunition, and other war equipment in the 
United States to the extent of their ability to pay for them. 


* Jessup, op. cit., 86-115; Dulles and Armstrong, Can We Be Neutral?, 
2-3; Henry L. Stimson, “The Pact of Paris: Three Years of Development,” 
Foreign Affairs, XI, No. 1, Special Supplement, October, 1932. 

“Stimson, Joc. cit.; The United States in World Affairs, 1934-1935, 256. 
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So far as American domestic legislation was concerned, they 
could have transported their purchases to East Africa in. 
American ships. Ethiopia of course could have done like- 
wise, and the belligerents would have received the same 
treatment in theory. But the concrete advantages would all 
have been on the side of Italy. 

Nothing of the sort actually occurred, for a new style of 
neutrality had been decreed by the legislation of August 31, 
1935.° Strict impartiality was‘still legally maintained, but in 
effect Italy was placed in a position of disadvantage.® As a 
matter of fact, the law caused her no critical embarrassment 
and produced no strain in her diplomatic relations with the 
United States. The war in itself was little more than a series 
of frontier skirmishes against poorly armed tribesmen whose 
chief defense was a difficult terrain, and Italy’s preparations 
were well advanced before hostilities began. Thus the United 
States arms embargo did not impede her military plans. 
Nevertheless, the law had ‘‘worked a preference’; and this 
practical partiality was in accord with public sentiment, for 
American opinion as well as League opinion held that Italy 
was in the wrong. 

In another war, however, the result might be exactly the 
opposite. The new policy might cause the United States 
under a doctrine of neutrality-in-law to give help-in-fact to 
an aggressor. If Great Britain should be attacked by some 
dictator state which had virtually made itself independent 
of American supplies, an embargo would at once cripple 
Great Britain badly, and indirectly this might have reper- 
cussions on the United States. President Roosevelt had 
pointed out possible dangers when he signed the Neutrality 
Act. “Further careful consideration of neutrality needs,” he 
said, “is most desirable.’ During the next sixteen months, 
until the end of 1936, no other phase of American foreign 

5 Cf. The United States in World Affairs, 1934-1935, 265-270. Dulles and 
Armstrong, op. cit., 35-76. 


*See above, Chapter II. 
* Department of State Press Release, August 31, 1935. 
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relations received so much study or was so vigorously de- 
bated in writing and in speech. 

The discussions revealed at least five schools of thought.’ 
The traditional pre-war system of neutrality had its defend- 
ers, led by John Bassett Moore. Once a member of the World 
Court, Judge Moore now deplored “the unsound and un- 
wholesome psychology under the influence of which we are 
now to be precipitated into what is falsely called ‘neutrality’ 
legislation.”® His position was clear and simple. But those 
who held the other view, the advocates of a “new neutrality,” 
were unable to agree among themselves. They fell into four 
groups, seeing eye to eye on one point only: that there should 
be some sort of restriction on trade with belligerents. This 
was the principle that set them apart from Judge Moore and 
his followers, who believed that any restrictions laid down by 
law in advance of hostilities would do more harm than good. 

The first rift among the champions of the new neutrality 
was over embargoes—whether they should be mandatory on 
the outbreak of war or imposed by the President in his 
discretion. The first school held that only an automatic em- 
bargo applicable to all belligerents would protect the United 
States from the charge of “taking sides.” The second school 
used the argument which Mr. Roosevelt had used when he 
approved the temporary neutrality legislation of August, 

1935: inflexibility was full of danger, and the Executive 
should be authorized to adapt the system as might be neces- 
Sary to preserve peace. 

A third group went to the other extreme. They wished to 
make the embargoes not only mandatory but all-inclusive as 
to belligerents—a complete, self-imposed blockade. To the 
argument that such a policy would produce economic depres- 
sion, bring about regimentation of domestic industry, limit 


*Cf. R. L. Buell, “The New American Neutrality Policy,” Foreign Policy 
Reports, XI, 278-292, January 15, 1936. 

*Cf. his pamphlet ‘Pending ‘Neutrality’ Proposals: Their False Concep- 
tions and Misunderstandings.” 
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neutral trade to a peace-time scale, and stimulate militarism 
and military alliances in other countries,’® they replied that 
these consequences were less to be feared than another war. 

A fourth group wanted to embody in permanent legislation 
the policy begun by President Roosevelt on October 5, 1935, 
when he warned American citizens that transactions of any 
kind with either belligerent would have to be at the trader’s 
risk. War trade had always been conducted at the risk of 
the neutral trader when he carried what was admittedly con- 
traband, so that in this respect President Roosevelt’s policy 
contained nothing entirely novel. But the United States gov- 
ernment, whenever it had been neutral, had undertaken to 
protect its nationals against unlawful search and seizure and 
against unreasonable additions to the contraband lists.1* The 
President's warning, therefore, meant a departure from the 
traditional doctrine of freedom of the seas. It would not 
necessarily put an end to non-contraband trade with bel- 
ligerents, but it would discourage such trade mightily. Ad- 
miral Sims, who liked the proposed change, did not mind this 
restriction on “freedom to make profits out of countries in a 
death struggle,” and its advocates claimed that it required 
no complicated mechanisms or controls to enforce it. Like- 
wise, they thought, it would avoid the danger of being drawn 
into war which they sensed in the more drastic proposals. 

It was an open question, of course, whether, in case lives 
were lost, the American people would be satisfied with the 
answer that the dead men had been transporting goods “at 
their own risk.’’** So, somewhat later, a fifth plan was pro- 


Cf. article by Walter Lippmann in New York Herald Tribune, Feb- 
fuary 11, 1936. 

4 Jessup, op. cit., 130-131. 

* Radio speech, May 8, 1935, reprinted in pamphlet form by World Peace 
Foundation. 

* Dulles and Armstrong, op. cit., 105. 

™ Professor Samuel Flagg Bemis, in his Diplomatic History of the United 
States (1936), makes the point (p. 660) that insistence of the country on 
the observance of its neutral rights led to war only when violations of these 
rights took the lives of its nationals. This view agrees with those of Newton 
D. Baker, Professor Charles Seymour and Count Bernstorff. See above, 
Chapter VIII. 
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posed which Mr. Bernard M. Baruch described in picturesque 
language: “We will sell to any belligerent anything except 
lethal weapons, but the terms are cash on the barrel-head 
and come and get it.’’?® Citizens of the United States could 
make sales of goods but could not deliver them. Belligerents 
or other neutrals would furnish the transportation, and the 
United States would thus avoid disputes over seizure and 
search or over contraband questions. “Cash and carry’ the 
new plan came to be called. It was easy to grasp in its es- 
sence, and its slogan suggested that solving the problem of 
neutrality was as simple as doing the household marketing! 

Inevitably, this plan would entail great losses to producers, 
processors and shippers, and its application was capable of 
absurdities. If Japan, for example, were to declare war on 
China, instead of waging an undeclared conflict, her ships at 
once would gain much of the trade between Japan and the 
United States hitherto carried in American vessels. Still it 
would not cause the economic paralysis which would follow 
the complete, self-imposed blockade desired by those of the 
extreme pacifist persuasion. They objected that “cash and 
carry” did not remove the risk of American ships being at- 
tacked while voyaging to neutral ports or of neutral ships 
being attacked while carrying American goods and passen- 
gers. One began to suspect that perhaps the Anti-Saloon 
League, after all, had put on false whiskers and had got into 
this controversy too. For of course the ‘‘cash on the barrel- 
head” scheme involved certain risks, as did every other plan 
except that of complete non-intercourse—a remedy which 
most people believed would prove worse than the disease. A 
more suitable objection to the system was to be found in the 
mode of administration. Since American ships were not to be 
permitted to carry goods to any belligerent port it would be 
necessary to “ration” whatever they purported to carry to 
neutrals, for fear that another belligerent state would hold 
up the cargo as intended indirectly for the enemy. To fix 


%* Current History, XLIV, 43, June 1936. 
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quotas and determine the real destination and ownership of 
goods would be immensely difficult and costly. 

And so, while the air was filled with the news of war and 
the rumors of more wars to come, and while the American 
people were talking various degrees of pacificism, all of 
which, indiscriminately, they called “neutrality,” Congress 
met under instructions to “do something about it.” 


2. Neutrality before Congress 


On the first day of the Congressional session, January 3, 
1936, Mr. Roosevelt broke precedent by delivering an open- 
ing message in the evening, since he wished to reach as 
many people as he could over a nation-wide radio network. 
He apologized for devoting the greater part of his message 
to world affairs, but “the temper and the purposes of the 
rulers of many of the great populations in Europe and in 
Asia have not pointed the way either to peace or to good-will 
among men.” The people of the world were frustrated, he 
said, by only ro or 15 per cent of their number, who had 
“impatiently reverted to the old belief in the law of the 
sword, or to the fantastic conception that they, and they 
alone, are chosen to fulfill a mission, and that all the others 
among the billion and a half of human beings must and shall 
learn from them and be subject to them.” 

The government of the United States, the President re- 
ported, had worked hard to stop this deterioration of inter- 
national relations; it had done what it could for the limita- 
tion of armaments, for the peaceful settlement of disputes 
among nations, and for a more reasonable interchange of 
goods; and by every legitimate means it had opposed the 
spread of repression, discrimination, intolerance and autoc- 
racy. Mr. Roosevelt declared that in the event of wars which 
did not immediately concern the Americas the Administra- 
tion would maintain a “two-fold neutrality.” First, it would 
not lend countenance to warfare by permitting belligerents to 
obtain weapons and ammunition in the United States; sec- 
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ond, it would “seek to discourage” the use of any American 
products, over and above normal peace-time exports, if they 
were found to be of help in the prosecution of a war.’® 
Congress was asked to accept and implement this policy. On 
the same day a successor Neutrality Bill to the Resolution 
of August, 1935, drafted under Administration auspices and 
intended to lay down a permanent policy, was introduced in 
their respective Houses by Senator Pitt. nan and Representa- 
tive McReynolds.”* 

The previous law, never intended as more than a tem- 
porary measure, had been hastily drawn and jammed through 
Congress near the end of the 1935 session.’® Most of its pro- 
visions were to expire on February 29, 1936, and since Italy 
and Ethiopia were then at war, and since other nations might 
possibly be in it soon, any delay in enacting a new law might 
deprive the United States government of its embargo powers 
at a critical moment. Moreover, any legal lapse of such 
authority during the current conflict would amount to a 
change of neutrality policy after war had actually begun, and 
this was thought to be undesirable. 

The Administration’s new bill kept the old mandatory 
embargo on the export of arms, munitions and implements 
of war to belligerents, but it went further and empowered 
the President to extend the embargo to the export, in excess 
of “normal commerce,” of other articles or materials used 
“in the conduct of war” when he believed that such action 
would “preserve the neutrality of the United States” and 
protect the lives and commerce of her nationals, or if he 
thought that the war would be prolonged or intensified if 
such an extended embargo were not imposed. The list of 
materials subject to these restrictions was left to the discretion 
of the President, with the proviso that food and medical 
supplies should not be included. The bill further enlarged 

% Congressional Record, LXXX, 27. 


" Thid., 5, 34. 
% The United States in World Affairs, 1934-1935, 265-270. 
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the scope of existing legislation by forbidding loans or credits 























































y to belligerent governments, except short-time loans to finance 
P “normal commerce,” and by allowing the President to put 
n American citizens on their own risk when they did business 
n with any belligerent. 
d Certain parts of the bill showed evidence of trying to 
n satisfy various groups with conflicting views. A point was 
a- yielded to the isolationists by accepting the mandatory arms 
embargo which the Administration had found so objection- 
n- able in the previous act. Advocates of unofficial codperation 
th with the League found in the bill a provision permitting 
0- Congress, with the consent of the President, to waive the 
ly requirement that embargoes should apply equally to all bel- 
ht ligerents. This proviso was superfluous, of course, for it 
shit merely affirmed the unquestioned right of Congress to amend 
ers the law if it so desired: but since it acknowledged in words 
ich the possibility of discriminating between an aggressor nation 
» a and others, it was accepted with thanks by those who believed 
ind in international joint action. 

Likewise, to their satisfaction, it was seen that the Presi- 
ory dent could select the moment to impose an embargo. He 
nts could name the articles to be classed as ‘‘arms, ammunition 
red and implements of war,” determine whether to extend the 
cess embargo to other materials of war use, specify those mate- 
ised rials, fix their expcrtable quotas, and decide whether or not 
tion to warn Americans against trading with belligerents except 
and at their own risk. On the other hand, the bill seemed to make 
f he a concession to isolationists by stating that its restrictions 
d if would have to be extended to all new belligerents as fast as 
st of they came into the war. States resorting to military sanctions 
etion under League auspices would feel the force of this provision: 
dical if they took up arms against an aggressor they would find 
rged themselves barred from obtaining war materials in Amer- 





ican markets. 
If the “trade at your own risk” and “cash and carry” ele- 
ments were not wholly satisfied, at least they were placated. 
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Not so Senator Hiram Johnson of California and his group, 
who insisted on upholding the principles of traditional neu- 
trality. To them the Administration program meant a definite 
surrender of hard-won rights—the right to freedom of the 
seas, the right to sell belligerents whatever they wished to 
buy, and the right to grant them credit. But even this criti- 
cism had been forestalled, to some extent, in the bill; for 
sandwiched into a section which dealt with administrative 
routine there was a basic commitment of considerable im- 
portance: 


Except to the extent that the law and rules of neutrality are or 
may be temporarily or provisionally modified by or under authority 
of this Act, the United States reserves and reaffirms its rights under 
international law as it existed prior to August 1, 1914. 


Pressed by the Senate Committee on Foreign Relations to 
explain why one section of the bill should seem to reaffirm 
rights which apparently had been waived in other sections, 
Secretary Hull insisted that the proposed restrictions on trade 


and shipping did not mean that the principle of freedom of 
the seas was being abandoned. The restrictions were intended 
“to prevent this country from going into partnership, vir- 


%? «ec 


tually, with belligerents.” ““We came out of the last war, 
instead of having established freedom of the seas, agreeing 
that everything was contraband,” he said, and he added that 
one purpose of the bill was “to revitalize as nearly as we can 
every desirable phase of our neutral rights as they existed on 
August 1, 1914.’ 

At Mr. Hull’s suggestion the section was amended in com- 
mittee by striking out its first clause. It then read: “The 
United States reserves and reaffirms its rights under inter- 

” Hearings before the Committee on Foreign Relations, United States 
Senate, Seventy-fourth Congress. Second Session, on S. 3474. Because the 
hearings were secret, the newspapers carried erroneous reports that the bill 
had been amended at the insistence of the isolationist Senators, led by 
Senator Johnson, who had insisted on this reaffirmation of pre-war neutral 
rights. But the so-called amendment was part of the original bill, as has 


already been shown, and it was defended by an “‘internationally-minded” 
Secretary of State. 
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national law as it existed prior to August 1, 1914.” In this 
stronger and more categorical text it was moved forward to 
a more prominent place in the bill.?° On the floor of the 
Senate Chairman Pittman of the Committee on Foreign Rela- 


tions further explained the purpose of reaffirming pre-war 
rights: 


Foreign governments may be warned that any restrictions that the 
United States may see fit to put upon its. citizens in time of war 
will not constitute any warrant for illegal treatment of our citizens 
by foreign governments nor deprive our government of the right to 
take any action it sees fit voluntarily on behalf of its citizens.? 


To take this stand was probably good strategy, for the 
government had been accused of backing down on the 
principles for which it had contended since the days of its in- 
fancy, of virtually repudiating all the notes sent to bellig- 
erents in 1914-1917, and of renouncing the country’s en- 
trance into the World War. 

No doubt the Administration put its best foot forward 
with this bill. But although it contained something to meet 
the view of every school of thought, it failed to win much 
support. Senators Nye and Clark and Representative Mave- 
rick forthwith introduced a more drastic measure, curtailing 
the President's discretionary authority and establishing trade 
regulations somewhat along the lines of the ‘‘cash and carry” 
system.”* “All the commerce in Kingdom Come is not worth 
the repetition of our experience in the World War,” said 
Senator Nye.?* But neither his bill nor that of the Admin- 
istration satisfied extreme isolationists, who liked better the 
bills introduced by Representative Ludlow of Indiana pre- 
scribing a mandatory and over-all embargo on exports, loans 
and credits.2* The Administration and the Nye-Clark-Mave- 


* It was lifted from a position near the end of the bill, among prescrip- 


tions of routine procedure, to Section 9, dealing with embargoes on articles 
other than lethal weapons. 


™ Congressional Record, LXXX, 1705. 

@S. 3478 and H.R. 9668, Congressional Record, LX XX, 47, 119. 
* Literary Digest, CXXI, January 4, 1936, 5. 

™* H.R. 9492 and 10304, Congressional Record, LXXX, 33, 548. 
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rick bills they characterized as “gruesome jokes,” because 
they permitted normal trade with belligerents. In the Ad- 
ministration bill they scented an effort to act with the 
League.** Their opponents, however, were convinced that 
freedom to act in concert with other powers to maintain peace 
was exactly what the bill lacked. It would force other na- 
tions, they maintained, to build up their own war resources 
and thus increase the danger of war itself. In the meantime, 
American citizens of Italian extraction, fearing that Musso- 
lini’s military prospects in East Africa might suffer if the 
President’s embargo power were enlarged, began quietly to 
slip notes to members of Congress with large Italian-born 
constituencies reminding them that an election would be tak- 
ing place later on in the year! 

The Administration measure was debated for six weeks. 
The longer the discussion continued the more evident it 
became that more time would be needed for study. The sixty 
days at the disposal of Congress before the temporary meas- 
ure expired would not suffice. Furthermore, war fears and 
propaganda were swaying public sentiment and the time did 
not seem right for formulating a permanent policy. On 
January 16, 1936, Senator Thomas of Utah proposed that the 
Administration bill be laid aside for the session and that the 
existing legislation be extended for another year.*® On Feb- 
ruary 8 the Administration assented to this arrangement." 

Matters now moved along. On February 12 Senator Pitt- 
man notified the Senate that the Foreign Relations Com- 
mittee had agreed unanimously to propose an extension of 
the existing law for fourteen months, until May 1, 1937. The 
House Committee took similar action, and on February 17, 
under a suspension of the rules permitting only twenty 
minutes of debate on each side and the offering of no amend- 
ments, the House voted for the plan 353 to 27.7* In the 


*® New York Times, February 14, 1936. 

* Congressional Record, LXXX, 462. 

™ New York Herald Tribune, February 9, 1936. 
* Congressional Record, LXXX, 2253. 
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Senate there was more opposition. A group of thirteen, led 
by Senator Nye, tried to limit the extension to sixty days and 
planned during that time to drive through permanent legis- 
lation of the kind they desired. Every amendment they of- 
fered, however, was voted down overwhelmingly, and on the 
18th the substitute bill was adopted. 

In extending the temporary measure, Congress made three 
amendments: it forbade the granting of loans and credits to 
belligerents; it made mandatory the existing discretionary 
power of the President to extend the arms embargo to addi- 
tional states as they became involved in any war; and it 
exempted from the operation of the law any American repub- 
lic at war with a non-American state and not “‘codperating 
with a non-American state or states in such war.” The first 
amendment made little change in the status quo, for the 
Johnson Act of 1934, prohibiting new loans to war debtors 
in default, had already closed the American market to most 
of the countries which in time of war would be likely to 
offer their securities for sale.*® The prohibition of credits to 
belligerents was of more practical importance, but in both 
cases the President was authorized to exempt ordinary credit 
transactions and short-time obligations needed to maintain 
an amount of trade equal to normal peace-time commerce. 

In forcing the President to extend the arms embargo to 
other nations which might enter a war already begun, Con- 
gress actually discouraged the application of military sanc- 
tions. Under the amended law the states employing such 
sanctions would become belligerents and would be restricted 
like the aggressor whom they were trying to bring to book. 
Clearly this change in the statute was a victory for American 
isolation rather than for world peace. 

However, in the course of considering the principle of 
equal embargoes on all nations at war regardless of why 
they were fighting, Congress discovered that it had better be 
careful or it might pass a fine, broad, high-sounding act 


™ The United States in World Affairs, 1934-1935, 69-72. 
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which would handicap the United States in defending the 
Monroe Doctrine. If a Latin American state were attacked 
by a European or Asiatic power and were denied the right to 
obtain arms or war funds in the United States, this country 
in effect would be aiding and abetting a foreign conquest on 
American soil and perhaps inviting trouble for itself later on. 
This did not ring like the Monroe Doctrine! 

So an amendment was adopted exempting American re- 
publics under certain conditions from the operation of the 
law. If two of them were fighting each other, as Bolivia and 
Paraguay had recently been doing, the embargo would apply. 
But if they were fighting a non-American state, the United 
States would let the embargo run in their favor even if they 
happened to be the aggressors. Was Canada one of the 
exempted American “republics”? The weight of opinion said 
yes: otherwise, the law became nonsense, denying the Do- 
minion, when attacked, the right to borrow a dollar or buy 
a dollar’s worth of war materials in the United States, while 
according this privilege, say, to Mexico whether she were 
attacked or attacking. However, if Canada were not fighting 
independently but as a member of the British Empire she 
would be subject to all the prescribed embargoes. The only 
thing that the law and the “weight of opinion” did not de- 
cide was the extremely important question as to how one 
could know in exactly what capacity Canada might be fight- 
ing. The status of the British Dominions at any given mo- 
ment had troubled “the best minds” ever since the Paris 
Peace Conference. Well, sufficient unto the day .. . 


3. The Constitutionality of Arms Embargoes 


President Roosevelt signed the new bill on February 29, 
the day on which the old law ran out. Simultaneously he 
renewed the proclamation and executive orders issued after 
the passage of the original measure which made effective 
the embargo on exports to Italy and Ethiopia. As in October, 
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1935, he tried to supplement the existing law by a resort to 
moral suasion and issued a public statement in which he said: 


It is true that the high moral duty I have urged on our people 
of restricting their exports of essential war materials to either bel- 
ligerent to approximately the normal peace-time basis has not been 
the subject of legislation, Nevertheless, it is clear to me that greatly 
to exceed that basis, with the result of earning profits not possible 
during peace, and especially with the result of giving actual assist- 
ance to the carrying on of war, would serve to magnify the very 
evil of war which we seek to prevent. This being my view, I renew 
the appeal made last October to the American people that they so 
conduct their trade with belligerent nations that it cannot be said 
that they are seizing new opportunities for profit or that by changing 
their peace-time trade they give aid to the continuation of war.3° 


While the President was thus using extra-legal pressure to 
restrict war trade beyond the mandate of Congress, an effort 
was being made in the Federal Courts to show that Congress 
itself had gone beyond the Constitution. On March 25, 1936, 
less than a month after the enactment of the new measure, 
Judge Byers handed down a decision in the court of the 
Southern District of New York to the effect that Congress 
had no power to delegate to the President authority to pro- 
hibit the shipment of arms to belligerent nations, even if such 
action would tend to re-establish peace.** The case which led 
to this ruling grew out of alleged violations of the embargo 
imposed in 1934 on arms shipments to the Chaco bellig- 
erents,®* but the issue thus raised applied likewise to recent 
neutrality legislation and, if the ruling of the District Court 
were sustained, a large part of it would be nullified. 

On appeal by the government the case was taken directly 
to the Supreme Court. On December 21, 1936, with only one 
justice dissenting, the validity of the embargo was upheld.** 


* Department of State Press Release, February 29, 1936. 

™ 14 Fed. Suppl. 230. 

"Cf. The United States in World Affairs, 1934-1935, 132-133. 

* The United States of America, appellant, vs. Curtiss-Wright Export Cor- 
poration, Curtiss Aeroplane and Motor Company, Inc., and Barr Shipping 
Corporation, et al. U. S. Supreme Court, Law Ed., Advance Opinions, 
Vol. 81, p. 166. For text, cf. Appendix VI (4). 
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The Court drew a sharp distinction between the discharge of 
the functions of government in domestic and in foreign mat- 
ters. What might be an incomplete or otherwise invalid dele- 
gation of legislative authority with reference to internal 
affairs could be valid with respect to foreign relations. The 
functions of the Federal government in the two spheres were 
different, and only in the domestic sphere could it be held to 
the exercise of those powers expressly delegated to it by the 
Constitution. The Court held, therefore, that “the very deli- 
cate, plenary and exclusive power of the President as the 
sole organ of the Federal government in the field of inter- 
national relations” did not “require as a basis for its exercise 
an act of Congress,” and that “Congressional legislation 
which is to be made effective through negotiation and inquiry 
within the international field must often accord to the Presi- 
dent a degree of discretion and freedom from statutory 
restriction which would not be permissible were domestic 
affairs alone involved.’”** 


4. Civil War in Spain 

Those who had argued that a neutrality law should be left 
flexible so that the government could meet situations which 
could not be foreseen at the time of the law’s enactment 
soon got support from an unexpected quarter. Congress had 
been preoccupied with the idea of insulating the United 
States against another general war. From such a war the 
world happily escaped during 1936, but in midsummer it 
faced something entirely different—a situation against which 
no measures of neutrality had been provided. Civil war 
broke out in Spain, and soon it was moving along as de- 
structively as the recent slaughter of the blacks in Ethiopia. 
Congress had overlooked the possibility that traffic in muni- 
tions might attain sizeable dimensions as soon as groups 
within a single foreign country had made up their minds to 


“ This decision was also important because it seemed to assure the legality 
of the Reciprocal Trade Agreements Act, which had sometimes been criticized 
as an unconstitutional delegation of powers to the Executive. Cf. Chapter X. 
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settle constitutional differences by killing each other. In with- 
holding discretion from the President, Congress had tied his 
hands; he could neither codperate with other nations in a 
program of honest neutrality nor resort to anything except 
his prestige to prevent the shipments of arms to the belligerent 
factions in Spain. 

On August 7, shortly after the war began, the Department 
of State sent instructions to all consular and diplomatic rep- 
resentatives of the United States in Spain, which were in 
part as follows: 


It is clear that our neutrality law with respect to embargo of arms, 
ammunition and implements of war has no application in the pres- 
ent situation, since that applies only in the event of war between or 
among nations. On the other hand, in conformity with its well-estab- 
lished policy of non-interference with internal affairs in other coun- 
tries, either in time of peace or in the event of civil strife, this 
government will, of course, scrupulously refrain from any interfer- 
ence whatsoever in the unfortunate Spanish situation. We believe that 
American citizens, both at home and abroad, are patriotically observ- 
ing this well-recognized American policy. 


Two weeks later the department gave more emphasis and 
publicity to the government's policy of “scrupulous non- 
intervention.” It released to the press a letter sent to an un- 
named manufacturer, who had asked whether he could 
handle a requisition for airplanes to be sent to Spain. The 
manufacturer was told that such sales ““would not follow the 
spirit of the government's policy,’** and in the following 
weeks the same reply was given to about a score of similar 
inquiries. Since there was no law to prevent the shipment of 
arms to a country engaged in civil war, munitions manufac- 
turers and exporters would have been entirely within their 
legal rights if they had disregarded the intimations of the 
Department of State. But they codperated loyally. One 
broker, said the department, had refused an offer of an 


* Department of State Press Release, August 11, 1936. 
* Ibid., August 22, 1936. 
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advance commission of $450,000 when he was informed that 
his acceptance might embarrass his government." 

Not until the last week of the year was there any back- 
sliding. On December 28 the Department of State “found 
itself obliged to grant two licenses for the exportation to the 
port of Bilbao in Spain of a shipment of airplanes and en- 
gines to the total value of $2,777,000.’** The applicant for 
the license was a naturalized Latvian, reported to be a former 
junk-dealer, now engrossed into a large-scale handler of 
second-hand airplanes and airplane equipment. All the mate- 
rial which he proposed to export had been purchased from 
private owners in various parts of the country, and much of 
it would require reconditioning before being suitable for 
military use. Under the law the department had no other 
course than “reluctantly” to issue the license and publicly to 
express its regret that one lone rugged individualist had 
“insisted upon his legal rights in the face of this govern- 
ment’s non-involvement policy, and with full understanding 
thereof.” 

Unfortunately, this incident occurred at the precise mo- 
ment when France and Great Britain were attempting to 
unite the European powers on a program of non-intervention 
in Spain. It was just possible that a sizeable shipment of war 
materials from the United States might add to the difficulties 
already encountered in bringing European nations into line 
on a unified policy. It was not, however, any special desire 
to codperate actively with this effort which stirred the De- 
partment of State into action. It was the sudden discovery 
that the government was in a fine fix when one of its citi- 
zens, asserting an uneradicated right, could draw the United 
States closer to those European complications which its legis- 


* New York Times, December 28, 1936. 

Department of State Press Release, December 30, 1936. Since the enact- 
ment of the Neutrality Law of 1935, no export of arms, ammunition or 
implements of war was lawful without a license from the Board of Muni- 
tions Control, whose operations were vested in the Department of State. 
Airplanes for military use were included in the category of controlled ex- 
ports by the President's proclamation of October 5, 1935. 





ne 








aS Se 


| “. 








THE NEUTRALITY IssuE 149 


lators had tried so earnestly to avoid and that (what's more) 
this right had been asserted under the very law which had 
been drafted expressly to avoid such situations. 

Members of Congress were likewise dismayed at this turn 
of events. Their contrivance of 1936 had proved defective on 
the first test. The mandatory principle had worked auto- 
matically, as had been intended—and that was exactly what 
had caused the trouble. It had gone off at a tangent in the 
midst of a delicate international situation, under conditions 
which no seventh son of a seventh son could have foreseen. 
It therefore lay with Congress to plug the loop-hole in the 
law as soon as possible after convening on January 5, 1937. 
The licensed shipments were then being loaded on a ship in 
New York harbor, and “time was of the essence” if they were 
to be halted within the jurisdiction of the United States. 

During discussions which preceded the meeting of Con- 
gress it was discovered that an extension of the existing law 
to cover the case of civil wars would raise new problems in 
place of the one it was intended to solve; for a satisfactory 
definition of civil war did not lie ready to hand, and the 
only way to draw a line between a civil war and an insurrec- 
tion was to leave the decision in each specific instance to the 
President's discretion! Since a proposal in this sense would 
again raise the whirlwind, it was decided by those who do 
the deciding that there should be a new joint resolution, and 
that it should apply solely to existing conditions in Spain.*® 

From the welter of debate and discussion about neutrality, 
old and new, it was hardly to be expected that there should 
emerge a meeting of minds. At the end of 1936 each school 


"On January 6, 1937, both Houses passed a joint resolution forbidding 
under penalty any export of arms, ammunition and implements of war “for 
use of either of the opposing forces in Spain.” The measure was passed 
unanimously in the Senate, but in the House the opposition of a single 
member—Representative Bernard of Minnesota—created a condition of tech- 
nical procedure which prevented the measure from going to the President 
until the 8th. This delay permitted the licensed exporter to load about 
$700,000 worth of his airplanes (about a fourth of the total order) on a ship 
and put to sea before the measure went into effect. Cf. Congressional Record, 
Seventy-fifth Congress, First Session (daily edition), 76-82, 89-102. 
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of thought still held the sector it had occupied at the begin- 
ning of the year.*° The American people as a whole had no 
patience with the fine distinctions drawn by the experts; they 
simply wanted to keep out of the next war, and their interest 
was centered more on the end than on the means. Neverthe- 
less, the drift of popular sentiment seemed to be toward 
greater isolation. What people read and heard and saw on 
the screen about Spain and Italy and Germany and Soviet 
Russia made them feel that anything which would keep the 
country out of “the European mess” was worth trying. Con- 
gress had reacted strongly to this sentiment. When in Jan- 
uary, 1937, it began for the third time to consider neutrality 
legislation, the advocates of international codperation and of 
wide discretionary power for the President were few and 
their voices were not strong. 


5. The Gentlemen Cry Peace 


The Congress of the United States was about to face a 
decision of the greatest possible gravity—perhaps the most 


important decision in the field of foreign affairs since that 
day, almost a generation before, when it refused to ratify the 
Versailles Treaty and adhere to the Covenant of the League 
of Nations. The action of Congress, profound in its conse- 
quences, would be taken in an atmosphere of party contro- 
versy; and in the routine of its business this action would be 
preceded and followed by post-office appropriations, consti- 
tutional arguments, fights over the allocation of Federal 
funds for relief, and discussions concerning the revival of 
N.R.A. 

The title was to be “neutrality,” the object was to be 
““peace-at-any-price” and the method of approach was to be 
the principle of “impartiality.” But during 1931 and 1932, 
when trouble began between Japan and China, the temper of 

“There were signs of a few individual conversions. Senator Nye, for 
example, began to lose faith in the “cash and carry” plan when he noted 


that such a system during the World War would have aided the Allies, and 
his sympathies veered toward the absolute embargo plan. 
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the people of the United States had not been impartial, nor 
had they kept their feelings on an even keel when Italy made 
war on Ethiopia three years later. The world had become a 
highly complicated place to live in, and the interests of this 
country were scattered and varied; yet Congress was sched- 
uled to determine now, in the abstract, what the nation’s 
policy should be in unknown and unpredictable circum- 
stances. 

Little attention had been given to the effect on the eco- 
nomic life of the United States of the various proposed 
courses of action. It was conceivable that American manu- 
facturers might set up plants in Canada, in order to be free 
of embargo restrictions, but with resulting harm to labor 
at home. It was possible that Congress might put the spur to 
Germany to hasten her program of self-containment at a time 
when the world needed, above all else, a restoration of nor- 
mal international trade. It was more than likely that countries 
now dependent on the United States for certain raw mate- 
rials would take steps to free themselves promptly from 
such dependence. And if war should come, and if one of the 
states controlling rubber or tin or nickel were a belligerent 
and therefore disqualified from trading with the United 
States on any practical basis, that state might soon make it 
clear that it needed all the rubber, tin and nickel in sight, 
regardless of the fact that industry in the United States would 
collapse without them. 

“Impartiality” might well turn out to be the clue to the 
future attitude of the United States toward a conflict between 
Fascism and Communism. But suppose that the contest, in- 
stead, developed into one between Nazi doctrine and trans- 
Atlantic democracy? There had been such a challenge in 
1917, though Nazi doctrine had been known as Pan German- 
ism then; and the challenge had been met by President 
Wilson’s recommendation that Congress declare war on 
Germany: 
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We shall fight for those things which we have always carried near- 
est our hearts, for democracy, for the right of those who submit to 
authority to have a voice in their own government, for the rights 
and liberties of small nations. .. . 


Was it intended by the disciples of Millis and Nye that the 
nation should wash its hands of those things too, in the 
process of making sure that bankers and munitions-makers 
were deprived of their influence on national policy? Possibly 
so, for pacificist propaganda was strong the country over, 
and a distorted account of why the United States had entered 
the last war was being employed as a means of keeping the 
United States out of the next one. 





CHAPTER TEN 
ECONOMIC DISARMAMENT 


FROM the political complications of the European scene and 
from entanglements which might arise out of a too sym- 
pathetic concern over the threat of war abroad, the people 
of the United States sought to insulate themselves entirely. 
Their government, however, in the person of the Secretary 
of State and with the active support of the President, laid 
hold with a will to try to restore international trade, not only 
as a means of promoting recovery but as one practical 
method of peaceful change which might check the growth 
of militarism and prevent the conflict which seemed to be 
threatening the world. Speaking before the Chamber of Com- 
merce of the United States on April 30, 1936, Mr. Hull said: 


In the past few months we have witnessed a swift increase in 
international political tension; a recrudescence of the military spirit, 
which sees no goal in life except triumph by force; an expansion 
of standing armies; a sharp increase of military budgets; and actual 
warfare in some portions of the globe. Human and material re- 
sources are being shifted, on a truly alarming scale, in a military 
direction rather than in one of peace and peaceful pursuits. 


Side by side with this recrudescence of the military spirit 
and the race of armaments rode the forces of economic 
nationalism. Each movement was partly a cause and partly a 
result of the other. Economic nationalism might not of itself 
lead to war, but it could be a source of friction and mis- 
understanding, and it could give rise to numerous incidents 
whose cumulative outcome would be a diplomatic situation. 
Again in the words of Secretary Hull: “Blind nationalism, 

* Reprinted in Department of State, Commercial Policy Series, No. 24. 
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knowing it is not now satisfied and must do something to 
improve the status of its people, takes the suicidal path of 
war because it sees no way out.” All the devices which 
human ingenuity could contrive for promoting economic 
self-sufficiency had been tried, and they all led ‘in the same 
direction—toward trouble.”? 

During his years of service, first in the House of Repre- 
sentatives, then in the Senate, and finally as the ranking 
member of President Roosevelt's Cabinet, Mr. Hull had been 
an unremitting advocate of lower tariffs. Now, as Secretary of 
State, with a singleness of purpose almost unique among 
present-day political figures, he undertook the unspectacular 
task of improving the foreign trade of the United States by 
quite unspectacular methods. The Trade Agreements Act of 
1934 gave him his opportunity. At the end of 1935, after the 
act had been in effect for some eighteen months, the United 
States had concluded reciprocity agreements with nine coun- 
tries. At the end of 1936 the number had increased to fifteen.* 


1. The Trade Agreement with Canada 


Of the agreements which went into effect during 1936, the 
one negotiated with Canada was the most important by far, 
both because of the number of articles dealt with and be- 
cause of the volume of trade affected. Negotiations had been 
under way since the early spring of 1935, but it was not until 
the newly elected Canadian Prime Minister, W. L. Mackenzie 
King, visited President Roosevelt in Washington on Novem- 
ber 8 that these negotiations bore fruit. On Armistice Day 
the President and the Prime Minister made simultaneous 
announcements from Washington and Ottawa that an agree- 
ment had been completed. It was signed on November 15 
and went into effect on January 1, 1936. 

Mr. Mackenzie King, leader of the Liberal party in Can- 
ada, had come into office condemning the tariff sparring 
which for many years had hurt trade relations between 


® New York Times, March 7, 1936. 
*See Appendix VIII. 
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Canada and the United States. Both the Fordney-McCumber 
Tariff Act of 1922 and the Hawley-Smoot Act of 1930 had 
struck at Canadian trade. After the passage of this second 
measure the Dominion government had retaliated with cor- 
respondingly high duties under the leadership of a Con- 
servative Prime Minister, Mr. Richard B. Bennett. He was a 
moving spirit in the Imperial Economic Conference at Ot- 
tawa, whereby Canada granted special trade concessions to 
Great Britain and to several other members of the Empire 
over and above the concessions resulting from the general 
system of imperial tariff preferences. Early in 1935, hoping to 
improve his country’s trade balance, Mr. Bennett had sug- 
gested a further curtailment of imports from the United 
States, but his defeat at the elections in October removed the 
prospect of such action. 

The agreement with Canada did not wholly restore the 
tariff status which had been in effect between the two coun- 
tries before they began to compete in raising duties on each 
other’s products. The United States reduced rates on fifty-nine 
items and agreed to retain forty other items on the free list. 
Most of the reductions ranged from 20 per cent to the maxi- 
mum of 50 per cent permitted by law. The unweighted aver- 
age reduction (taking no account of the differences in the 
importance of the various items) was somewhat less than 
40 per cent. Duties were cut on certain classes of live stock, 
poultry, dairy products, fruits, vegetables, forage crops, fish- 
ery products, whiskey, lumber, leather, and a few mineral 
and chemical products. But the goods “bound” to the free 
list were of far greater importance in the trade between the 
two countries than those on which the tariff was lowered. 
Included in this group were pulpwood, wood pulp, newsprint 
paper, nickel ores, crude asbestos, and undressed furs. 

In most instances Canada was the chief source of supply 
of the goods on which concessions were made by the United 
States, and the “generalization” of these favors in accord- 
ance with the most-favored-nation principle was expected to 
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have little effect on imports from other countries. Whiskey 
was an important exception, and the benefits of a lower duty 
on this product would be enjoyed also by Great Britain. 

By and large, the concessions granted to Canada brought 
the rates down to a level somewhat above that of the tariff 
of 1922. On the other hand, customs quota restrictions were 
established for several important agricultural and wood 
products, and these restrictions narrowed the extent to which 
Canadians could profit from the reductions. The inclusion of 
quotas in a tariff agreement intended to stimulate a revival 
of trade seemed something of a contradiction. Yet it should 
be noted that imports of the commodities affected were not 
restricted to the quota amount: they could continue after 
the quota had been reached, but they ceased to benefit from 
the lower duties fixed by the agreement. The adoption of 
such a system was perhaps a necessary concession to reassure 
the farmers and the lumber industry of the United States 
that a reduction of the tariff on their products would not 
result in a flood of competing Canadian goods. 

It is difficult to compare the concessions made by Canada 
with those made by the United States because of the differ- 
ences in the tariff systems of the two countries. The United 
States has a single schedule of duties for all countries except 
Cuba, the Philippines, and those countries which discriminate 
against its foreign trade. Canada employs three separate 
schedules, with a wide variation in the rates of duties on the 
same products. The highest rates are imposed on imports 
from countries with which Canada has no most-favored- 
foreign-nation arrangement. The lowest duties represent the 
preferential treatment accorded to countries in the British 
Empire. The intermediate schedule fixes the rates for coun- 
tries with which Canada has most-favored-foreign-nation 
treaties. 

Since the two countries were not on a most-favored-nation 
basis before the conclusion of their trade agreement, goods 
entering Canada from the United States were subjected to 
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the maximum tariff rates. Article I of the agreement, by 
providing for mutual most-favored-nation treatment, auto- 
matically lowered the Canadian duties on 767 items, but left 
them still substantially higher than the duties on goods pro- 
duced within the British Empire. For the most part the 
reductions effected in this manner ranged from 10 to 25 per 
cent. They applied to such important manufactures as railway 
and motor cats and their equipment, electrical goods, furni- 
ture, textiles, leather, shoes, glass, silverware and petroleum 
products. 

In addition to this general downward revision, Canada 
granted eighty-odd specific reductions below the intermediate 
rates. These reductions applied to various types of agricul- 
tural and industrial machinery, fertilizers, paper products, 
and paint materials. For its loss of protection on some com- 
modities American agriculture was to be compensated by the 
reduction of the duties on fresh and canned vegetables, soy 
beans, oranges, grapefruit, dried fruits and nuts. 

A third concession of considerable importance was Can- 
ada’s agreement to abandon certain arbitrary methods of 
valuation which had become a source of frequent complaint 
by exporters in the United States. The values fixed for cus- 
toms purposes were often materially higher than the invoice 
values, and the duty to be paid was a matter of uncertainty. 
In some instances the tariff rates were applied only to the 
enhanced values, but in other cases the net difference between 
the invoice value and the official valuation was levied against 
the imports as a “dumping duty.” The Canadian govern- 
ment, in a note supplementing the trade pact, undertook to 
remedy this system by legislation. 

The agreement met with a mixed reception in the United 
States. President Roosevelt predicted that it would double 
the commerce between the countries within two years, but 
his Foreign Trade Adviser, Mr. George N. Peek, who was 
also President of the Export-Import Bank, severed his con- 
» nection with the government service in protest against a 
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tariff policy which he had always opposed.* About a week 
after the signing of the agreement Senator McNary of 
Oregon reported that he was receiving a thousand letters a 
day from the Pacific Northwest complaining against the 
reduction in the duty on lumber.’ The National Codperative 
Milk Producers Federation, the American Livestock Associa- 
tion, the National Grange, whiskey distillers, and numerous 
labor leaders voiced their alarm at the threat to American 
industry and standards of living.* Former President Hoover 
condemned not only the content of the agreement, which he 
said would mean “the more abundant life—for Canadians,” 
but also the method of its negotiation. To him it was “just 
another instance of this hasty economic planning without full 
consideration of consequences,” and with “no opportunity 
given for public debate, no opportunity for adequate hearing 
of the groups affected.’”” 

On the other hand, spokesmen for the sheep industry in 
the Rocky Mountain states were gratified that the Canadian 
duty on wool had been reduced. North Atlantic seaports and 
shipping concerns were pleased that Canada had eliminated 
the surcharge of 10 per cent on all imports transshipped to 
the Dominion through ports of the United States. This extra 
tariff had caused many ships bound for Boston, Portland or 
New York to call at Halifax or St. John and discharge there 
the portions of their cargoes destined for Canada. New 
England industrialists approved the concessions made by 
Canada on textiles, boots and shoes and other important 
products of their section. The automobile and furniture 
manufacturers of the Detroit and Grand Rapids districts and 
the publishers of magazines also expected to improve their 
business with Canada as a result of the lower duties. 

By and large, the reaction was more favorable in the 
East than in the West. “Taking the Canadian concessions as 


“New York Times, November 18, December 1, 1935. 
® Ibid., November 24, 1935. 

® New York Herald Tribune, November 19, 1935. 

™ New York Times, November 20, 1935. 
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a whole,” said the New York Journal of Commerce, “very 
few impartial critics would deny that they constitute a reason- 
able quid pro quo for what this country has granted the 
Dominion in the new treaty. In fact, considering our existing 
large export surplus to Canada and the fact that we are a 
creditor nation as regards the Dominion, the State Depart- 
ment may be said to have driven a good bargain, from which 
both countries will gain handsomely.”® 

Especially significant was the opinion of the staunchly 
Republican New York Herald Tribune that “if one ap- 
proaches the document in full sympathy with its broad objec- 
tives—the strengthening of our traditional ties of friendship 
with Canada and the restoration of the very large trade which 
flourished between the two countries before the depression— 
one must concede that it puts the burden of proof on those 
who would quarrel with its provisions.’ 


2. The Trade Agreement with France 


No other trade pact which went into effect during 1936 
evoked so widespread a reaction. Few of the other agree- 
ments received more than passing notice in the press. The 
arrangement with France, signed on May 6 and effective on 
June 15, was a conspicuous exception; but this was due not 
so much to the importance of the concessions made by both 
countries as to the fact that it removed some rather formid- 
able obstacles which had been placed in the way of Franco- 
American business since the World War. 

For upwards of a decade the United States and France 
had been involved intermittently in trade disputes which at 
one time threatened to precipitate a tariff war between the 
two countries. Many of the rates imposed by France on 
American goods were substantially lower than American 
duties on French goods. Since most imports from France 
were in the luxury class, they were subjected to a high im- 


* Journal of Commerce (New York), November 20, 1935. 
* New York Herald Tribune, November 18, 1935. 
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post, while substantial American exports to France—mainly 
raw materials for French factories—were admitted duty-free. 
The French government, however, maintained a so-called 
“fighting tariff,” with maximum rates for countries which 
were unwilling to barter trade favors with it. The customs 
regulations also left a wide field of discretion to administra- 
tive officials. In consequence, American goods sometimes 
bore heavier duties than similar goods from other countries, 
and the exporters made frequent complaints of discrimina- 
tion. The situation was further complicated after the onset 
of the depression by an extensive system of quotas restricting 
imports of specified commodities into France to fixed 
amounts. 

In the new agreement France gave the United States, with 
a few minor exceptions, most-favored-nation treatment and 
thus improved the tariff status of several thousand items. 
France also granted nineteen special reductions, but—what 
was far more important—she increased the American quotas 
on forty-four commodities, and in a few instances both in- 
creased the quota and lowered the duty. On a large number 
of commodities the duties were “bound” at existing levels. 

Among the items on which the rates were reduced were 
motor cars, cash registers, sewing machines, fountain pens, 
and a number of food products. Quotas were increased for 
fresh apples and pears, lumber, passenger automobiles, and 
various types of machinery. There were a few concessions of 
an unusual type, such, for example, as the agreement of the 
French government’s tobacco monopoly to increase its pur- 
chases of American tobacco in 1936 by ro per cent more than 
in 1935. 

In return for these benefits the United States made seventy- 
one reductions in existing tariff rates. In this agreement, as 
in the one with Canada, the American negotiators took full 
advantage of their improved bargaining position as a result 
of the repeal of prohibition legislation. One of their most 
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important concessions to France was a reduction of 50 per 
cent on champagnes, still wines and brandies. 

The fact that an agreement of this kind could be reached 
with France was in itself of no little significance. Not only 
did it put a quietus on the ill feeling which had arisen from 
discriminations in the past, but it demonstrated that the plan 
of tariff bargaining linked with the most-favored-nation 
principle was workable and not the dream of a visionary. 
Again it was the Republican Herald Tribune which pointed 
out that in spite of certain limitations “the Hull reciprocity 

















































































: program remains about the only practical contribution now 
5 being made in the world toward the amelioration of world 
| entanglements, and as such its influence is of greater value 
than the specified concessions suggest.’’?° 
h Of the fifteen pacts which had been negotiated since 1934, 
d eleven went into effect during 1936.1 Plans had been made 
S. to negotiate agreements with Spain and Italy, but civil war 
at in Spain and the Italo-Ethiopian conflict, complicated by the 
is League’s economic sanctions, made it necessary to defer 
1- negotiations.” With the exception of the agreement with 
er Cuba, which because of special treaty arrangements with that 
country was not generalized, the pacts with the countries of 
re Latin America involved no drastic changes in the tariff policy 
S, of the United States. The “binding” of coffee and bananas to 
or the free list was undoubtedly welcomed by Brazil, Colombia 
id and the countries of the Caribbean, but it could hardly be 
of called a concession when any proposal to levy a tariff on these 
he products would have been resented by a large section of the 
ir- American people. The most important pacts, after those with 
an Canada and Cuba, were the six made with countries of 
Western Europe. In these agreements valuable concessions 
ty- were made on both sides, and collectively the European coun- 
as ® New York Herald Tribune, May 14, 1936. 
ull ™ For a complete list of the trade agreements, cf. Appendix VIII (a). 
ult ™ At the end of 1936 formal announcement had been made of intention 





to negotiate with El Salvador and Ecuador, and preliminary conversations 
toward an agreement with Great Britain were unofficially reported. 
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tries concerned—France, Belgium, the Netherlands, Sweden, 
Switzerland and Finland—customarily bought far more 
goods from the United States than were bought by all of 
South and Central America. 


3. Disputes Over Trade 


In spite of the progress of its reciprocity program during 
1936, the United States government became involved in 
several trade disputes. In May it was found expedient to 
invoke the “flexible provisions” of the Tariff Act against 
Japan by increasing duties on bleached and colored cotton 
cloths an average of 42 per cent. This action came after the 
failure of efforts to obtain a “‘gentlemen’s agreement’”’ under 
which Japan would voluntarily restrict her exports of cotton 
cloth to the United States to approximately the level of 1935. 
Such an agreement with regard to Japanese cotton rugs had 
been in effect for nearly two years, and its renewal for 
another year, only a few days after the increase in the cloth 
duties, was regarded as a good indication that nothing re- 
sembling a “trade war” would follow the action of the 
United States government. 

On the other hand, there were those who regretted this 
return to the tactics of upward revision under the flexible 
provisions of the law, regarding it as contrary in spirit to 
Secretary Hull’s reciprocity undertakings. In this instance 
the United States was joining other countries in imposing 
a series of progressive restrictions on Japanese exports. The 
further expansion of Japanese trade had been halted, and 
the loud complaints of competition from Japan which dur- 
ing 1933-1934 were heard in India, the Netherlands East 
Indies, the British crown colonies and South America, as 
well as in the United States, had considerably abated. 

In June, 1936, the United States was drawn into a trade 
dispute with another country in the Pacific area. This time 
Australia was regarded as the offender. Because a newly 
established import-licensing system, designed to correct the 
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trade balance, would have excluded certain American prod- 
ucts from Australia, while admitting similar goods from 
other countries, Australia was cut off from the benefits of 
the reciprocal agreements and took her place beside Germany, 
outside the category of most-favored nations. 

Germany in the meantime had adopted a plan of sub- 
sidizing exports for the stated purpose of reducing unem- 
ployment in that country. Under a ruling by the United States 
Attorney General that this constituted a discriminatory trade 
practice, the Treasury Department applied the anti-bounty 
provisions of the Tariff Act of 1930 and imposed counter- 
vailing duties ranging from 22 to 56 per cent on about a 
dozen articles which normally constituted over a third of 
Germany's exports to the United States. 

To the German authorities, who were exercising all their 
ingenuity to create a favorable trade balance, this action 
was a great shock. The government at once sent a group of 
trade experts to Washington to try to obtain the removal of 
the new penalty duties.* After the delegation had returned 
home with its mission unaccomplished, the Reich govern- 
ment issued a decree forbidding the use of ‘“‘aski’” marks™ 
and barter deals in German-American trade.’® The aski mark 
was one of about a score of discounted marks employed for 
different purposes and having different values. It was used 
to subsidize German exports and in this way to create credits 
abroad which could be used in the purchase of essential 
materials for German industry.* Something like half the 
trade between the United States and Germany was being 
conducted at this time through barter and through aski marks. 

It was stated in Berlin that the government’s ban on these 
trade practices was intended to comply with the wishes of 

™ New York Times, July 6, 7, 12, 1936. 

“ The name was derived from the initial letters of Auslinder Sonder Konto 
fiir Inlandszahlungen (Foreign Special Account for Domestic Payments). 

* New York Times, August 4, 1936. 


* For a description of the technique employed, cf. The United States in 
World Affairs, 1934-1935, 86-88. 
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the American authorities and to induce them to revoke their 
penalizing measures. Many American exporters, however, 
regarded the German decree as an act of retaliation. For the 
measure was as severe a blow to them as it was to the 
German exporter. Without subsidies a large amount of 
German goods intended for the American market could not 
be sold, and without credits obtained by such sales a large 
amount of American products which the Germans needed 
could not be bought.” 

The situation assumed further aspects of a trade war when 
the Treasury Department in Washington instructed consular 
agents in Germany and customs collectors in the United 
States to require with every invoice of exported German 
goods a complete declaration of ‘any benefits or privileges, 
including marks subject to special exchange,” derived by 
the shipper from his government. By a coincidence this order 
was issued on the day following the German decree forbid- 
ding “‘aski” and barter transactions and so it appeared that 
the American government was striking back. Treasury offi- 
cials stated, however, that the order had been drafted some 
days before the German government’s action and was in- 
tended to facilitate the levying of countervailing duties rather 
than as an act of retaliation.’* In any event, the order would 
have come near to strangling what was left of German- 
American trade if it had been rigidly enforced. Under exist- 
ing German law the revelation of business secrets to for- 
eigners was classed as “economic treason,” and the exporter 
complying with the new American regulations and revealing 
the exact nature of his government’s aid might have run 
the risk of imprisonment.’® 

These various developments quickly demonstrated that the 
weapons of trade warfare could be as dangerous to the user 
as to his intended victim. Both governments were aware of 


** Journal of Commerce (New York), August 5, 1936. 
% New York Times, August 4, 5, 1936. 
* Cf. Commerce Reports, August 22, 1936. 











1eLr 


an- 
ist- 
or- 
‘ter 
ing 
run 


the 
ser 


of 


| 
| 





ECONOMIC DISARMAMENT 165 


this fact and were ready to lay down their arms before the 
war had actually begun. On August 13 the German Ambas- 
sador in Washington handed a note to the Department of 
State announcing that subsidies on exports to the United 
States would be discontinued and indicating his government's 
expectation that the countervailing American duties would 
be removed. Treasury officials announced that the duties 
would be revoked as soon as assurances were received that 
exports were no longer receiving artificial stimulation.” 

Nazi foreign trade methods had created such an unnatural 
situation that the placing of German-American trade on a 
more orthodox basis actually tended to restrict it. The tariff 
dispute was short-lived, but when it ended the barriers to 
this trade were still formidable. For the fact remained that 
Dr. Schacht, the German Economics Minister, and Secretary 
Hull were pursuing wholly different policies. Dr. Schacht 
was seeking to make it an iron-clad rule that Germany should 
buy only where she could sell, and that purchases and sales 
should virtually balance. Where they lacked much of balanc- 
ing and where the balance was against Germany, as in the 
case of the United States, an effort was made to obtain more 
of an equilibrium by restricting imports and subsidizing ex- 
ports. If a country would not make arrangements with 
Germany through clearing agreements for matching exports 
with imports, an attempt was made to match them by sub- 
sidies for the one and restrictions for the other. 

Such methods, unlike Mr. Hull’s generalized reciprocity 
agreements, did not increase the volume of world trade. 
They tended instead to diminish it by diverting the flow of 
goods into artificial channels. Dr. Schacht himself admitted 
that the system was “‘medizval,” but he insisted that in the 
face of high tariffs, exchange controls and quotas his country 
had no alternative.”* 


* New York Times, August 14, 1936. 
™ Tbid., July 23, 1936. 
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4. The Trade Pacts in Politics 


In the meantime the attention given to the Canadian 
agreement by prominent political leaders in the United States 
made it certain that tariff reciprocity would be an important 
issue in the Presidential campaign. The Trade Agreements 
Act had advocates and opponents in both of the major 
parties. Chairman Robert L. O’Brien of the Tariff Commis- 
sion, a Republican and the appointee of a Republican Presi- 
dent, urged that his party endorse the reciprocity system and 
pledge its maintenance and improvement.” His proposal 
found no favor in high Republican councils. Senator Borah 
in a speech in Peoria, Illinois, advocated the termination of 
the President's right to include agricultural products in the 
trade agreements.** Senator Steiwer of Oregon denounced 
the Trade Agreements Act as unconstitutional. Senator 
Capper of Kansas, who had voted for this measure, expressed 
his disappointment with its results.* The country, therefore, 
was not surprised when in June the Republican National 
Convention adopted a platform declaring: 

We will repeal the present Reciprocal Trade Agreements Law. 
It is futile and dangerous. Its effect on agriculture and industry has 


been destructive. Its continuation would work to the detriment of 
the wage earner and the farmer. 


The platform condemned “‘the secret negotiation of recip- 
rocal trade treaties without public hearing or legislative ap- 
proval,” and in place of reciprocity it proposed to “restore 
the principle of the flexible tariff in order to meet changing 
economic conditions here and abroad.” Yet it avoided a com- 
mitment to economic isolation by promising to “adjust 
tariffs with a view to promoting international trade.” 

The Democratic platform, adopted two weeks later, was 
chary of words with regard to foreign policy, but was more 
explicit with reference to the tariff than to other matters. 


™ New York Times, April 11, 1936. 
* Ibid., April 9, 1936. 
™ Ibid., April 11, 1936. 
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We shall continue to foster the increase in our foreign trade 
which has been achieved by this administration; to seek by mutual 
agreement the lowering of those tariff barriers, quotas and embar- 
goes which have been raised against our exports of agricultural and 
industrial products, but continue as in the past to give adequate pro- 
tection to our farmers and manufacturers against unfair competition 
or the dumping on our shores of commodities and goods produced 
abroad by cheap labor or subsidized by foreign governments. 


In the field of foreign policy, the trade pacts were the 
chief point on which the two parties joined issue. Both parties 
revealed a distrust of any form of political collaboration with 
foreign nations. The Democrats, however, professed a will- 
ingness to codperate in international measures for economic 
recovery. Specifically, they would join other governments in 
efforts to improve world markets, so that American pro- 
ducers might regain their former export outlets. The Repub- 
licans, in their declaration of principles, would have the 
country draw in its lines still closer; they would abandon 
the trade agreements as “dangerous,” and they would seek 
to promote recovery by developing home markets. 

During the campaign critics of the new tariff policy re- 
peatedly cited the increasing flow of foreign goods into the 
country as proof of its injurious effects. The Republican 
candidate for President, Governor Alfred M. Landon, as- 
serted that the trade agreements had “sold the American 
farmer down the river,” and that since their negotiation the 
gains in imports of farm products had been “more than 
three times as great as the increase of exports.” He criticized 
the “‘star-chamber proceedings” by which the pacts were 
formulated and insisted that if they were treaties they should 
be ratified by the Senate, and that if they were revisions of 
laws they should be approved by both houses of Congress. In 
the recent bargaining with foreign governments, he said, “we 
are the fellow who got the blind horse.”*® 

Some critics maintained that the generalization of the con- 


* Speech at Minneapolis, September 24. Cf. New York Times, September 
25, 1936. 
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cessions resulted in outright gifts to countries other than the 
one dealt with and brought no favors in return. A few even 
insisted that the pacts should not only be bilateral, but that 
they should be limited to a balanced swapping of ‘‘goods and 
services for goods and services,” as practised by Germany.”* 
They argued that in this way the United States government 
could use its bargaining power in the international field to 
dispose of farm crop surpluses. 

It was true that since the passage of the Trade Agreements 
Act imports had been increasing more rapidly than exports. 
During the ten months preceding the national election of 
1936 the value of imports into the United States showed a 
gain of 17 per cent over the corresponding period of the 
preceding year, while exports had registered a gain of only 
12 per cent. The explanation of this trend, however, was 
more complicated than many commentators on the country’s 
foreign trade had assumed. Other influences besides tariff 
changes were at work. Imports had been stimulated by do- 
mestic economic recovery, with increasing demands for such 
commodities as wool, hides and skins, furs, wood pulp, 
paper-base stocks, rubber and other raw materials for which 
the country is partly, and in some cases wholly, dependent 
on foreign sources of supply. An increase in imports of food- 
stuffs was due in part to the drought in the summers of 1934 
and 1936 and in part to crop restrictions imposed by the 
government through the Agricultural Adjustment Admin- 
istration. With the repeal of the Eighteenth Amendment 
near the end of 1933 there was a resumption of the legal 
inflow of wines and spirits, and this added something more 
to the value of imports. Finally, the devaluation of the dollar, 
completed in 1934, showed its effects first of all on the prices 
of imported goods, causing a prompt rise in values, while 
tending at the same time to restrict their volume.* 


* George N. Peek and Samuel Crowther, Why Quit Our Own?, 341-353. 
” This probably explains why trade figures seem at times to contradict 
the theory that currency devaluation tends to discourage imports. The effects 
of devaluation on foreign trade are discussed in more detail in Chapter XI. 
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All these developments, as well as the trade agreements, 
helped to swell the value of imports during the years 1934 
to 1936. Democratic spokesmen during the campaign could 
not deny the increase, but they vigorously challenged the 
implications of their opponents that the country was being 
flooded with cheap foreign goods. In a speech at Minneapolis 
on October 7 Mr. Hull cited the fact that exports had also 
been making substantial gains, and he argued that the greater 
increase of imports had brought the country’s trade more 
nearly into balance and hence into a healthier condition than 
in previous years.”* 

To the criticism that the generalization of concessions was 
a foolish excess of liberality—a squandering of valuable 
privileges for which foreign governments would have been 
glad to tender a guid pro gquo—the champions of the agree- 
ments replied that the United States could not consistently 
call for equality of treatment by other nations unless she prac- 
tised what she preached. They insisted that the United States 
was not seeking special tariff favors from others, but was 
endeavoring to obtain the removal of discriminations against 
American trade, and that this policy was conducive to good 
will, while exclusive bilateral agreements would arouse re- 
sentment and perhaps evoke retaliation on the part of 
countries left out of such arrangements.”° 

But the great liberality which some commentators saw in 
the policy of generalizing the rate reductions was not in evi- 
dence when the agreements were examined in detail. In fact, 
the negotiators for the United States proved that they were as 
adept as ever the framers of high-tariff laws had been in con- 
structing “jokers” which gave some of the new rates a mean- 
ing hidden from the uninitiated. For example, all the indus- 
trial nations which did not discriminate against the trade of 
the United States obtained, in theory, the benefits of the 


*® New York Times, October 8, 11, 1936. 
Cf. Henry F. Grady, ‘““‘The New Trade Policy of the United States,”’ 
Foreign Affairs, XIV, 283-296, January, 1936. 
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reduction on cotton cloth in the agreement with Switzerland 
and of the reduction on pocket-knives in the agreement with 
Sweden. In practice, however, they got nothing. For the 
cotton cloths subject to the reduced rate were so defined and 
classified as to exclude all but dotted Swiss lawns and mus- 
lins; and since the pocket-knives singled out for a concession 
had to have etched steel handles and be valued at over six 
dollars a dozen, only Swedish knives would get any benefit.*° 
These signs of shrewd bargaining clearly did not support the 
allegation that the Yankees were leading a blind horse when 
they emerged from their deal with the foreigners. 

Political attacks on Secretary Hull’s tariff program were 
made chiefly in the Middle West and Northwest, with the 
aim of stirring up opposition among the farmers. The fight 
was centered on the pact with Canada because of its conces- 
sions on agricultural products which are competitive with 
those of the United States. But, as their votes in November 
showed, the farmers failed to respond to the appeals of the 
tariff critics. The reasons for this were not far to seek. Many 
of the products affected by the concessions, such as hay, oats, 
seed potatoes, feeder cattle, horses and dairy cows, are 
bought chiefly by the farmers themselves, and the lower 
duties made it possible to import them when domestic prices 
became unduly high.** Furthermore, on the more important 
of the competitive products the rate reductions were con- 
fined to moderate quotas, beyond which the duties of the 
Hawley-Smoot tariff again became effective. The quotas on 
beef cattle represented only a fraction of 1 per cent of the 
average yearly domestic slaughter in the period 1928-1932, 
and the quota on cream amounted to only about a third of 

© Percy W. Bidwell, “The Yankee Trader in 1936,” Yale Review, XXV, 
702-723. It is, however, a necessary rule in bargaining under the most- 
favored-nation principle that concessions be made only on products of which 
the other bargaining country is the chief or a very important supplier. This 
method prevents countries declining to enter into reciprocal agreements from 
sharing extensively in benefits intended mainly for others. 


"Hi. S. Patton, The Midwest and the Trade-Agreements Program (Depatt- 
ment of State, Commercial Policy Series, No. 27), 56-57. 
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average annual imports during 1925-1929." Finally, the 
reduced rates were usually as high as those of the avowedly 
protective Fordney-McCumber Act of 1922, and in some 
instances they were considerably higher. 

In spite of predictions of disaster from Canadian competi- 
tion, average prices of farm products at the time of the 
election in November were higher than in January, when 
the agreement went into effect. The price of beef cattle had 
declined, but this was due to the drought, which had forced 
the rapid marketing of live stock because of the shortage of 
forage crops. Although Western farmers were not cordial 
toward the new tariff bargaining and some of them—espe- 
cially the cattlemen—were disposed to complain, any resent- 
ment they may have felt was not sufficient to swing their 
votes against the Administration. Under the emergency legis- 
lation of the New Deal they had obtained many advantages 
which they were not ready to discard for the possible benefits 
of a restored tariff. 

At any time during 1936 it would have been difficult to 
present adequate statistical data in support of the claims of 
either the advocates or the opponents of reciprocity. Many 
and varied forces were at work simultaneously on the course 
of foreign trade, and at this early stage of the trade agree- 
ments it was not practical to segregate their effects from 
other important influences. World trade as a whole was 
beginning to show improvement, and the trade of the United 
States was increasing both with countries under the trade 
pacts and with other countries. When critics of the new 
policy cited the great increase in imports of farm products 
and averred that the agreements had injured the farmers, 
their opponents would point to the drought in the Western 
states as the main cause of these increases and would call 
attention to the fact that the two imported farm commodities 
registering great gains were corn and wheat, on which the 
tariff rates had not been changed. Some time would have to 


" H. S. Patton, op. cit., 58. 
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elapse before a satisfactory statistical analysis of the results 
of the trade agreements could be made. Since the negotiators 
for the United States were especially concerned with regain- 
ing foreign markets for agricultural products, and since most 
of their arrangements came into force at a time when this 
country had relatively little of such products to export, the 
full effects of their work would not be immediately in evi- 
dence. The farm surpluses for which outlets were sought 
had practically disappeared when the outlets were found. 
This, however, seemed to be only a temporary condition, and 
the value of the concessions by foreign countries to American 
agricultural exports was expected to increase when produc- 
tion in the United States was again normal. 

In spite of the difficulty of interpreting the current trade 
figures, it was reasonable to assume that Mr. Hull’s tariff 
policy would have important results. By the end of the year 
the United States had obtained concessions from other coun- 
tries on many hundreds of exportable products and had 
either reduced or “bound” at existing levels the tariff rates on 
several hundred imported commodities.** Those reductions 
meant a substantial liberalization of trade. The market for 
American goods was certainly being reconstructed on a 
sounder basis than in the 1920's, when export trade was 
stimulated by loans to foreign countries and was in effect 
subsidized out of the savings of the American people. 

Yet the final results of Mr. Hull’s program were not to be 
measured wholly in dollars and cents. President Roosevelt 
emphasized this point in an address at Chautauqua, New 
York, on August 14, 1936, when he expressed a hope that 
the removal of trade restrictions would be “‘of some assistance 
in discouraging the economic source of war and therefore a 
contribution toward the peace of the world.” To the nations 


* Cf. United States Tariff Commission, Changes in Import Duties since the 
Passage of the Tariff Act of 1930; Department of Commerce, American Ex- 
port Products Benefiting from Reciprocal Trade Agreements Signed Thus Far 
reprinted in Congressional Record, Seventy-fourth Congress, Second Session 
(daily edition), 10799-10823; David H. Popper, “The Hull Trade Pro- 
gram,” Foreign Policy Reports, X11, 190-200, October 15, 1936. 





ECONOMIC DISARMAMENT 173 


lacking in natural resources the cumulative pressure of 
quotas, embargoes, and exchange controls was beginning to 
make the price of peace seem no less burdensome than the 
price of war. ‘““We do not maintain that a more liberal inter- 
national trade will stop war,” said the President, ‘but we 
fear that without a more liberal international trade, war is a 
natural sequence.” 





CHAPTER ELEVEN 


THE PROBLEM OF THE EXCHANGES 


THE high tariffs, import quotas, exchange controls and other 
impediments to trade which Secretary Hull was endeavoring 
to modify by means of reciprocal agreements, were directly 
related to the unstable condition of the currencies, and one 
of the most serious problems facing the world at the begin- 
ning of 1936 was that of achieving monetary stability among 
the important commercial nations. 

The values of the dollar and the pound, though kept in a 
fairly constant ratio most of the time, were subject to varia- 
tion without notice. Under existing American legislation 
there was a conceivable fluctuation of as much as 20 per cent 
in the gold content of the dollar,’ and the pound sterling no 
longer bore any definitely ascribed relation to gold. The 
French franc, the Swiss franc, and the Dutch guilder were 
clinging conscientiously to gold, but apparently they were 
carrying on a losing fight. Belgian currency was in a comfort- 
able position, but only because it had recently been devalued. 
The German reichsmark was quoted officially at its pre- 
depression parity; but its function was mainly statistical, for 
it had been supplanted in international transactions by nearly 
a dozen new kinds of marks, all circulating at a substantial 
discount. The Italian lira, which had never been so well 
backed by reserves as the currencies of France, the Nether- 
lands and Switzerland, lost some of the metal behind it in 
the first months of the Ethiopian campaign, and its future was 


* The gold content of the dollar could be fixed by the President as low as 
50 per cent and as high as 60 per cent of the old parity. It could therefore 
be advanced 20 per cent above the minimum content or reduced 16 2/3 per 
cent below the maximum. 
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problematical. Japan had permitted the value of the yen to 
decline drastically after she departed from the gold standard, 
but while enjoying the benefits to be derived from devalued 
money she finally sought to hold her currency at a fixed rela- 
tion to the pound. 


1. An Obstacle to World Recovery 


Doubts regarding the future stability of the exchanges, 
and the unbalanced relationships among national currencies, 
retarded economic recovery by imposing a severe handicap 
on international commerce. When currencies are thrown out 
of alignment the equilibrium between a country’s external 
and internal purchasing power is destroyed. When deprecia- 
tion occurs, domestic prices do not rise promptly and 
proportionately to the extent of the depreciation, and the 
“cheapened” money will buy less abroad than at home. Con- 
sequently countries with declining foreign exchange tend to 
curtail imports, and the effect is similar to that of an increase 
in tariff rates. On the other hand, because of the failure of 
domestic prices to rise quickly when a currency begins to 
decline, foreigners are encouraged to come in and buy; and 
since their ‘‘dearer” money now has an enhanced purchasing 
power in cheap-money countries, such countries tend to sell 
more abroad. Regions with stable money, however, receiving 
a flood of cheap foreign goods, are subjected to “exchange 
dumping,” and at the same time meet with new difficulties 
in selling goods abroad to pay for increasing imports. The 
reciprocal flow of foreign trade is thus upset. Efforts to re- 
store the balance lead to the imposition of new restrictions on 
imports and to rigid government control over dealings in 
foreign exchange. Under the resulting regimentation foreign 
trade is stultified. 

Whatever export advantage any one country enjoys from 
the depreciation of its currency is usually temporary. Un- 
less it carries its depreciation still further, domestic prices 
and production costs are eventually brought more or less into 
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line with the lowered external value of its money. But when 
this realignment of prices is effected, great obstacles to a 
resumption of normal trade are encountered. For the special 
protection set up against exchange dumping creates new 
vested local interests, which strenuously resist efforts to 
remove or modify those import barriers recently erected to 
meet a transitory situation. 


2. Finding the Way Out 


It was with a view to improving such conditions that Mr. 
Hull conducted his dogged campaign for tariff reductions 
through reciprocal agreements. But even among those in the 
United States who believed in freer trade there were some 
who criticized the Hull program as a case of putting the cart 
before the horse. In their opinion, since abnormal trade 
restrictions were largely the result of currency disorders, 
there could be no substantial progress in tariff reduction until 
the leading commercial nations were able and willing to 
stabilize the exchanges. There were others, however, who 
argued that the decline of trade incident to the world depres- 
sion had itself demoralized the currencies of many coun- 
tries, especially of debtor countries with only slight industrial 
development and depending for prosperity on the export of 
raw materials. In such cases the removal of trade restrictions 
would accelerate the stabilization of their currencies. The 
chief argument revolved around these two opposing views. 
But this was not the entire story, for, as Sir Henry Strakosh 
pointed out, there could be no enduring stability of the ex- 
changes unless the internal economic equilibrium in the 
countries concerned was “established on firm foundations.” 
Countries with disordered budgets and overextended foreign 
and domestic credits would first need to set their houses in 
order if they really wished to obtain a remedy for their 
exchange troubles. 

Furthermore, while stabilization measures would be help- 


2 Economist, CX XV, 102, October 17, 1936. 
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ful in removing obstacles to trade, they alone would not 
suffice. The will to trade was also needed. And this was not 
a mere matter of individual inclination, for besides the new 
vested interests which had sprung up under the stimulus of 
extraordinary protection, the spirit of intense nationalism 
pervading the world had enormously increased the difficulty 
of liberalizing trade policies. The champions of autarchy 
were not going to abandon recently won positions without a 
struggle. 


3. Devaluation of the Franc 


This, in general terms, was the situation during the first 
nine months of 1936. But on September 25 and 26 there 
came announcements from Paris, London and Washington 
which put a wholly new aspect on the long-pending problem 
of currency stabilization. Near one o'clock on the morning of 
the 26th M. Vincent Auriol, the French Minister of Finance, 
gave out word that his government had decided to reduce 
the gold value of the franc (by a proportion fixed later be- 
tween 25.19 and 34.35 per cent), and that an equalization 
fund of 10,000,000,000 francs would be set up, to be em- 
ployed, as were similar funds in Great Britain and the United 
States, in smoothing out fluctuations in the exchange rate. 
The devaluation of the franc had long been regarded as in- 
evitable, so the effects of this part of M. Auriol’s announce- 
ment were well cushioned. But he added some information 
which not only took the world by surprise but appealed 
vividly to its imagination. The decision of the French govern- 
ment, he said, had been preceded by a “‘gentlemen’s agree- 
ment’ on the part of France, Great Britain and the United 
States that they would act to prevent undue disturbances of 
the exchanges after the franc had been cut loose from gold. 
In fact, said he, the French decision had been premised upon 
the conclusion of such an agreement. Immediately the Treas- 
uries of the United States and Great Britain issued state- 
ments almost identical with that of the French Minister, and 
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the similarity of phrasing attested the close codperation of 
the three governments.® 

On both sides of the Atlantic the tripartite arrangement 
was widely heralded as proof that these great powers were 
returning to a policy of economic collaboration. It was felt 
to be much more than a step toward the settlement of one of 
the world’s most important financial problems, for it carried 
a promise that there would be no economic war in which 
depreciated currencies would be used as weapons, and to this 
extent it offered new hope for the pacification of Europe and 
for strengthening the foundations of peace. Indeed, there 
were many who believed that this understanding between 
three great democratic nations might prove to be a turning 
point in post-war history. 

Since a sequence of monetary developments covering more 
than a decade lay behind this event, it may be well to sum- 
marize them here as a background to the events of September 
and October, 1936. The World War drove all the belliger- 
ent countries of Europe off gold. Great Britain was the first 
among them to return. In 1925 she restored the pound to its 
pre-war parity of $4.866, but at this figure it was overvalued; 
in other words, its new value in gold was greater than that 
of the old paper pound as reflected in the current price level. 
The effects on Great Britain of an appreciation of her cur- 
rency were just the opposite of those which occur under 
depreciation. The internal and external value of the pound 
were thrown off balance, but in this instance its purchasing 
power was greater in foreign countries than at home. Im- 
ports, therefore, were greater, exports were less and domestic 
prices tended to fall. The adjustment of domestic costs to the 
dearer pound involved a decline of both prices and wages. 


* Cf. Appendix IX (a). 

“For more detailed accounts of international monetary history, cf. League 
of Nations, World Economic Survey, 1931-1932 and volumes for following 
years; Gustav Cassel, The Crisis in the World’s Monetary System; Leo 
Pasvolsky, Current Monetary Issues; The United States in World Affairs, 
1931, and volumes for following years. 
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During the next two years, therefore, while most countries 
were enjoying a fair degree of prosperity, Great Britain felt 
the pinch of “hard money.” This deflationary pressure was 
not abated when the franc was stabilized at an undervalued 
figure and Germany's productive power was restored with the 
aid of foreign capital. In Europe only Great Britain and the 
so-called neutrals—the Netherlands, Switzerland and the 
Scandinavian countries—retained their pre-war parities.° 

In 1929 came the world-wide depression. In its early stages 
it was not so severe in Europe as in the United States, where 
its effects were intensified by the collapse of the stock- 
market boom. But in 1931 Western Europe experienced a 
grave financial crisis, which began in Austria, seized upon 
Germany and spread into Great Britain. In September, 1931, 
the British government gave up further efforts to hold ster- 
ling at its old parity and abandoned the gold standard. The 
exchange value of the pound was left to “management,” 
with the eventual creation of an Exchange Equalization 
Fund. This action produced another disturbance as between 
external and internal currency values. Norway, Sweden, 
Denmark, Finland, Portugal, Argentina and most of the 
British Dominions found it advisable, because of their close 
commercial relations with Great Britain, to leave the gold 
standard and link their currencies with the pound. This 
group became known as the sterling bloc. France, Belgium, 
the Netherlands, Luxemburg, Switzerland and Italy con- 
tinued to adhere to the gold standard, and they later became 
known as the gold bloc.® 


* Non-European countries which for a time returned to pre-war parity 
but again went off the gold basis were: Australia, Argentina, Colombia, 
Canada, Egypt, Japan, British Malaya, Mexico, Nicaragua, Paraguay, Sal- 
vador, Siam, the Union of South Africa and Venezuela. Cf. “What is Left 
of the Gold Standard,” Foreign Affairs, XIII, 154-156, October, 1934. 

* Because of the rigid government control of her currency, Italy was never 
a thoroughly orthodox member of the bloc. Germany, Czechoslovakia, Poland 
and Rumania were among the countries which at this time maintained their 
currencies at a nominal gold parity, but only with the help of restrictions 
on the movements of gold and capital. 
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The gold-bloc then had strong reasons for not following 
the British example. France, Belgium and Italy had only re- 
cently revalued their currencies at a fraction of pre-war parity 
and by this action had reduced the purchasing power of the 
savings of their people. Further devaluation at this time was 
thought to be politically impossible, and in any case there 
was no assurance that such a step would not lead to a further 
depreciation of the currencies of the sterling bloc, with re- 
sulting conditions all around no better, and possibly even 
worse, than before. 

The devaluation of the dollar in 1933 again upset the 
ratios, and the deflationary pressure on the gold bloc coun- 
tries was intensified. They continued to suffer depression 
after economic conditions in the devaluing countries began 
to improve.’ To this pressure Belgium capitulated in 1935 
and reduced the value of her currency by 28 per cent; but for 
another year France, the Netherlands and Switzerland stood 
fast. The brunt of the struggle was borne by France, and she 
was able, for the time being, to bear it. For when the franc 
was stabilized in 1928 it was undervalued; its gold content 
was fixed below the point indicated by the current price level. 
For some time, therefore, France enjoyed the advantages of 
a “cheap” country, and it was possibly for this reason that 
the depression was relatively late in making its appearance 
there. Industrial production and employment in France de- 
clined, but not so much as in neighboring Continental coun- 
tries and in the United States. In 1932, the low year of the 
depression for most countries, the production index for 
France (with 1929 as 100) stood at 68.8, compared with 
53.8 for the United States and 53.3 for Germany. In 1934 the 
index was 71 for France, 66.4 for the United States and 79.8 


* The main advantage from devaluation in this period was not experienced 
in the field of foreign trade, for such improvement as occurred was mostly 
in domestic business. In fact, the greatest gain seems to have been derived 
from the lower interest rates made possible by the removal of pressure upon 
the reserves of the central banks. Cheaper credit stimulated industrial activity 
for home purposes rather than for export. 
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for Germany. But at mid-year of 1936 it was 70.3 for France, 
86.6 for the United States, and 108 for Germany.® 

It is true that at mid-year in 1935 the decline of prices and 
industrial production in France was checked, and that the 
subsequent trend was moderately upward. But in 1935-1936 
France participated to only a small extent in the general eco- 
nomic recovery. Premier Flandin in 1935 pursued a policy of 
“reflation without devaluation” in the hope of bringing pro- 
duction costs into line with world prices and thus saving the 
franc. Premier Laval exerted the powers of government in an 
attempt to bring down prices, rents and wages—and still 
save the franc. These efforts were painful, and their meager 
results indicated that France could not achieve economic re- 
covery on the basis of a currency which for some time had 
plainly been overvalued. 

When the election of May, 1936, resulted in a victory for 
the Front Populaire, the days of the gold franc were num- 
bered. This in spite of the fact that the new Premier, Léon 
Blum, came into office with a program opposing devaluation 
as involving a decline in the real wages of the workers. He 
hoped to obtain currency equilibrium by means of domestic 
expansion and a return to M. Flandin’s policy. But along 
with this money policy M. Blum was committed to an elab- 
orate program of social legislation which would inevitably 
result in higher costs of production, and which was therefore 
in essential contradiction to his hope of defending the franc.° 
The reform measures called for shorter hours, minimum 
wages, paid holidays, collective bargaining, the maintenance 
of agricultural prices at a profitable level, government aid to 
the coal industry, and a system of public works. And these 
were bound to mean a sharp increase in private costs and 
public charges. 

As a realistic statesman Premier Blum could not see him- 


® League of Nations, Monthly Bulletin of Statistics, October, 1936, 459. 

*L’Europe Nouvelle, XTX, 983 ff., October 3, 1936; Alvin H. Hansen, 
“The International Monetary Situation,” Yale Review, XXVI, 24-36, Au- 
tumn, 1936. 
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self governing by miracles. Finally, confronted in the cold 
light of responsibility by the dilemma of devaluing the cur- 
rency or of discarding his social program, he did not hesitate. 
While his countrymen were anxious to save the franc, he 
knew that they could not and would not pay the price of its 
salvation. Prompt action was necessary. The Bank of France 
had lost over 2,000 million dollars in gold during the past 
eighteen months, and the outflow was accelerated under the 
new legislation of the Blum government. In the seven weeks 
from August 7 to September 25, 1936, the bank lost 320 
millions,’ and on September 25 it raised its discount rate 
from 3 to 5 per cent. A few hours later, shortly after mid- 
night, M. Auriol summoned more than a hundred newspaper 
men to the Cabinet Room of the Ministry of Finance and 
announced that the existing gold standard would be aban- 
doned and that the value of the franc would be reduced. 
The step taken by France differed from those taken by 
Great Britain, the United States and Belgium in that it was 
not an isolated act but a part of a new international align- 
ment. Previous independent efforts by single nations to get 
rid of one condition of disequilibrium had invariably created 
others. This was true when Great Britain went back to the 
overvalued gold pound in 1925, when France set up an 
undervalued franc in 1928, when Great Britain left gold 
again in 1931, and when the United States went off gold and 
undervalued the dollar in 1933-1934, contributing thereby 
to the overvaluation of the franc. The supplanting of uni- 
lateral action by the Franco-Anglo-American agreement 
caused men to ask whether the mood of the world was not 
changing; whether this was not symptomatic of a reaction 
against the isolation of the years immediately preceding.” 
They were even asking whether the world was not now in a 
mood for another economic conference which would carry 


© Federal Reserve Bulletin, October, 1936, 760. 

Cf. Economist, CXXV, 2, October 3, 1936; Monthly letter of National 
City Bank, October, 1936; Monthly Review of Lloyds Bank (London), 
October, 1936. 
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on the work dropped at London under pressure from Wash- 
ington in 1933. Men were too close to the events to know 
whether their questions were prompted by wishful thinking 
or by uncommon insight; but certain it was that if the even- 
tual answers should be in the affirmative Premier Blum was 
right in describing the agreement as the beginning of a new 
era in international monetary relations. 


4. Devaluation by Other Countries 


The “gentlemen’s agreement” proved to be the death-knell 
of the gold bloc. Early on the morning of September 26 the 
Federal Council of Switzerland met and courageously decided 
to maintain the Swiss franc intact. But not for long. Later in 
the day it met again, reconsidered, and announced that it 
would devalue. The Netherlands government likewise made 
haste to announce on the morning of the 26th that no change 
would be made in the value of its currency, but after nearly 
$10,000,000 in gold had been engaged during the day for 
export the Cabinet held a midnight session and came to the 
conclusion that the action of Switzerland had made devalua- 
tion necessary, since the Netherlands could not maintain the 
pre-war parity of the guilder single-handed.* The Swiss gov- 
ernment followed the pattern of France and fixed the limits of 
its “adjustment” at from 26 to 34.5 per cent below the old 
parity. The government of the Netherlands followed the 
British method and left the guilder to find its own level. Both 
Switzerland and the Netherlands established equalization 
funds. 

Belgium was now the only country in Europe which still 
preserved many features of the old gold standard. On the 
day when the tripartite agreement was announced, the Bel- 
gian Ambassador in Washington handed a note to Secretary 
Hull stating that while the government at Brussels con- 
templated no change in the monetary policy to which it had 


™ New York Times, Le Temps, September 27, 1936; Economist, CKXV, 
3, October 3, 1936. 
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adhered for a year and a half, it was ready to give “its entire 
collaboration” in promoting the success of the stabilization 
agreement.’* On Monday, September 28, Greece, Latvia and 
Turkey, whose currencies had previously been based on the 
French franc, announced that their moneys would henceforth 
be attached to the pound sterling. 

Italy took over a week to come to a decision, and then 
outdid her neighbors by cutting the value of the lira 41 per 
cent at a single stroke. By this action Signor Mussolini put 
his currency exactly into line with the revalued dollar and 
very nearly into line with the going value of the pound. The 
manifest weakness of Italian exchange after the launching of 
the Ethiopian war had foreshadowed its eventual devaluation, 
and the action of the gold bloc gave Il Duce an opportunity 
to bow to the inevitable with a minimum loss of prestige. He 
told his people that he was now restoring the relation be- 
tween the lira and the pound which had been created by the 
revaluation and stabilization of 1927. To the Italian dictator 
this excuse must have been welcome. For upon stabilizing the 
lira in 1927 he had had its gold value engraved in marble as 
a symbol of its permanence and had declared that he would 
defend this value to the last drop of his blood.** Economic 
necessity sometimes makes short shrift of political oratory. 


5. Germany's Position 


Germany was plainly worried by the agreement—and with 
good reason. In spite of her ultra-nationalism, she disliked 
the appearance of being left out of important arrangements 
entered into by all the other Western powers. She disliked 
references in the French press to a “gold alliance,” which was 
in fact an inaccurate description. And she disliked most of all 
the characterization of the agreement by liberals in both 
Europe and the United States as a united front of the demo- 


% Department of State Press Release, September 27, 1936. 
* Economist, CX XV, 55, October 10, 1936. 
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cratic nations against the dictators.*> German commentators 
sought to console themselves by pointing out that the reichs- 
mark was the only currency in the world which was still 
reckoned on the same gold ratio as before the great depres- 
sion. By labored arguments they sought to prove that this 
gold value was “not a fiction but a reality,’ whose basis, 
however, was admittedly “‘a disciplined financial and credit 
policy.’”° 

If Germany was perturbed at this sudden emphasis upon 
her political and economic isolation, she could not justly 
blame her devaluing neighbors. It was her own leaders who 
were at fault. They had isolated their country through the 
revival of an almost mediaval economic system. Specifically, 
they permitted Germans to travel only in certain countries 
and to spend only limited amounts when they did so; they 
permitted certain imports only, and sought through bilateral 
agreements to balance their trade artificially with each con- 
tracting nation; they taxed their own people and “‘short- 
changed” their foreign creditors in order to dump German 
goods into foreign markets, thereby causing possible cus- 
tomers to raise their barriers still higher against German 
goods; and when commerce did not improve under this 
rigorous regimentation, they announced complete self-sufh- 
ciency as their ultimate objective. Under these conditions any 
act of international economic collaboration by other coun- 
tries tended to show up Germany’s particularism in strong 
colors and to bring her people to realize that they could not 
join in constructive codperation of this kind without first 
throwing the cherished plans of their leaders into the discard. 

There were also more concrete and practical reasons why 
the German people should be seriously concerned over this 


new turn of events. They were summed up by the Frank- 
furter Zeitung:** 


* Cf. Frankfurter Zeitung, October 15, 1936; Deutsche Volkswirt, XI, 9, 
October 2, 1936. 


* Frankfurter Zeitung, October 4, 1936. 
" Ibid., October 9, 1936. 
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Of the ten countries to which in recent years we have exported 
most, nine are in Europe, and within the past fortnight five of these 
have devalued their currencies. Four of these border directly on 
Germany. The extent to which this latest epidemic of devaluation 
may affect our trade becomes clearer if we look at it in another way. 
In the past year five countries—Holland, Switzerland, England, 
France and Italy—have given us an export surplus of over 90 mil- 
lions. . . . With nearly all other countries, especially those overseas, 
our trade balance is unfavorable. Of these five with whom we have 
an export surplus, no fewer than four have now made exports from 
Germany more difficult. If, therefore, Germany wishes to maintain 
exports to these countries she must offer at least part of her goods at 
still lower prices, even though export prices are already very low. 


Indirectly, the harmful effects of the devaluations on Ger- 
man exporters were of even broader scope, for Germany was 
a competitor with all the devaluing countries in the markets 
of the world and would now be handicapped in meeting their 
competition. Even her favorable trade balance in preceding 
months was not all that statistics seemed to indicate, for part 
of her exports were sold on long-term credits and did not 


at once supply the foreign exchange needed to meet her 
current obligations. 

While Germany had not been a party to the original three- 
country agreement, her participation was promptly suggested 
in a formal note by the French government. It was almost as 
promptly refused. The Reich’s reasons were made public in 
a formal statement on September 30 by Dr. Hjalmar Schacht, 
Minister of Economics and President of the Reichsbank. He 
criticized the pact as actually increasing currency instability 
and declared that “the Reich government and the Reichsbank 
have unswervingly decided not to add to the confusion cre- 
ated in international intercourse through the devaluation 
measures adopted abroad, with a further element of inse- 
curity on their part.” At the same time he welcomed the 
French declaration that the constant aim of the government 
would be to maintain the greatest possible equilibrium in the 
international exchange market, and he added that his gov- 
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ernment would always be ready to participate in “purposeful 
negotiations” aiming at the “reéstablishment of free interna- 
tional economic and monetary intercourse.””*® 

When Dr. Schacht referred to the increasing confusion 
caused by the agreement he doubtless meant that devaluation 
by the gold bloc had put an abrupt end to the former fixed 
relation between the currencies of Switzerland, the Nether- 
lands and France, and that with it had disappeared one of 
the main elements of monetary stability in Europe. This crit- 
icism was premature. The agreement itself was only a state- 
ment of broad principles. The details of its operations were 
to be worked out later, as experience might suggest. 


6. Tariff Readjustments 


Among the collateral requirements of a successful stabiliza- 
tion program the tripartite agreement laid stress on the 
development of international trade and the progressive re- 
laxation of import quotas and exchange controls. Devalua- 
tion, as already indicated, was not conducive to trade expan- 
sion, but tended to have the opposite effect. In depreciating 
their currencies the gold-bloc countries had automatically 
raised their ad valorem tariff rates and had gained an ex- 
porting advantage which might stimulate fresh trade restric- 
tions by other countries. If this result was to be avoided, a 
considerable readjustment of trade restrictions by the de- 
valuing governments was called for. 

These countries, moved by domestic considerations, took 
some of the needed steps at once. On October 3 the French 
government issued a series of decrees reducing the tariffs on 
non-quota goods by 15 to 20 per cent, modifying the “‘com- 
pensating duties” on goods imported from countries with 
depreciated exchange, and suspending 105 of the 760 import 
quotas then in effect. Within the next few days Italy abol- 
ished her compensating duties and also made substantial 
reductions in the tariff on many foodstuffs and raw mate- 


*% New York Times, October 1, 1936. 
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rials. The Swiss government announced that it would reduce 
duties on articles of necessity and examine the feasibility of 
modifying its quota system. The Netherlands government 
eased its quota restrictions at home and lowered some of the 
tariff rates in its colonies.’® 

These revisions were not prompted by a vague desire to 
promote world trade; their primary purpose was to prevent 
a rise in domestic living costs. Nor were the reductions made 
during October sufficient to counteract the effects of devalua- 
tion. In the case of France, for example, the foreign ex- 
change value of the franc declined about 29 per cent, and 
this was in effect an increase of 42 per cent in the ad valorem 
duties on imports. Obviously, this automatic tariff rise was 
not fully offset by nominal reductions of 15 to 20 per cent. 
And while the Italian government reduced duties on many 
articles of necessity, it actually increased them on about thirty 
other articles on which the tariff was levied according to 
weight rather than value. The real stimulus to trade came 
from the abolition or modification of quotas, and the French 
government appointed a commission to make such additional 
readjustments in trade regulations as were needed to con- 
form with the economic effects of the new currency align- 
ments, thus giving further evidence of an intention to comply 
with the underlying principles of the three-nation agreement. 

Even such experimental relaxations of trade restrictions as 
these were praised as a recognition of economic realities 
which had been disregarded by the British and the United 
States governments when they went off gold some years 
before. The two situations, however, were by no means paral- 
lel. When Great Britain in 1931 and the United States in 
1933 reduced the value of their currencies they had no quota 
system to abolish, and the British tariff system was then only 
mildly protective.*® Furthermore, both countries then hoped 


® Commerce Reports, October 31, November 7, 1936. 

™” It should be noted, however, that protective duties on a wide scale were 
adopted by Great Britain on March 1, 1932, about five months after the de- 
valuation of the pound. Cf. The United States in World Affairs, 1932, 88-90. 
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that their departure from the gold standard would be fol- 
lowed by a substantial rise from the ruinously low price-level, 
whereas the gold bloc now wished to avoid such a rise. A 
regard for facts thus demanded a different course in 1936 


from that previously pursued by Great Britain and the United 
States. 


7. A New Gold Agreement 


While ghouls around the sick-bed of the old monetary 
system were rejoicing at this fainting spell and were proph- 
esying anew the death of the gold standard, the United 
States, France and Great Britain were in fact working hand 
in hand to maintain the metal as a common link for their cur- 
rencies. They still regarded its orderly movement as the only 
practicable means of settling international balances. To in- 
sure this result, they worked out a supplementary agreement, 
which became effective on October 13, 1936. 

Hitherto, the United States had generally followed a policy 
of permitting shipments of gold only to those central banks 
from which it could be bought back at a fixed price. In prac- 
tice this had meant that it could be exported only to France, 
Belgium, the Netherlands and Switzerland. When three of 
these countries disqualified themselves exports could be 
made only to Belgium. Since the “managed” pound did not 
represent a fixed amount of gold, shipments of the metal to 
Great Britain had been barred. The British equalization fund 
had not operated in the United States, and its activities were 
confined mainly to the Paris market. But when the French 
government placed an embargo on gold exports, this arrange- 
ment was upset, and the embargoes imposed shortly after- 
ward by the Swiss and Netherlands governments still further 
hampered Great Britain’s stabilizing operations. The result 
was that the United States, under its regulations, could no 
longer sell gold to France; and Great Britain, under French 
regulations, could no longer buy it. 
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With more countries than ever before basing their cur- 
rencies on sterling, there was need of a different technique. 
This was supplied in the agreement of October 13. The plan 
was not strictly a new form of gold standard, as Secretary 
Morgenthau described it to Washington correspondents. It 
merely removed certain administrative impediments in the 
way of the use of stabilization funds, and it took the form of 
a gentlemen’s agreement terminable on twenty-four hours’ 
notice. The United States agreed to sell gold for the time 
being at the current price of $35 an ounce for the use of the 
stabilization funds of those countries which were prepared in 
turn to sell back to the United States at rates deemed to be 
in conformity with the public interest. The Treasury Depart- 
ment promptly announced that Great Britain and France had 
complied with conditions permitting purchases from the 
United States. In other words, a way was provided by which 
the internally managed currencies of these countries would 
be based externally on gold. Without some arrangement of 
this kind disorder and confusion would have prevailed in 
international finance. 

It had become the thing in Great Britain to regard the 
tenacity of the gold bloc as an obstacle to recovery. Yet this 
system and the manceuvers which it permitted had been of 
material assistance in helping the British to keep their cur- 
rency in order and to save the other members of the sterling 
bloc from great inconvenience. When the system finally 
broke down something had to be improvised to take its place. 
Hence the new arrangements. They had obvious advantages 
over the old. They provided for collaboration where there 
had previously been criticism and suspicion, and they opened 
the door for general participation by every government com- 
plying with their terms. 


8. The Meaning of the Agreements 


The secrecy with which the stabilization funds were oper- 
ated made it hard to gauge at once the full significance of 
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the new venture in international codperation. As the year 
neared its close very little was known by outside observers of 
the inner workings of the agreements. It was possible only to 
indicate what they might accomplish if they operated success- 
fully, and also to point out some of the things which they 
were not expected to do. Economists and monetary experts 
on both sides of the Atlantic displayed sharp divergences of 
opinion. To some the tripartite announcements were “‘a col- 
lection of vagaries and pious platitudes’; to others they con- 
stituted one of “the most important movements for the re- 
vival of world trade and the promotion of world peace that 
has been made since the war.”’** 

In the United States the preponderant opinion was favora- 
ble. Only the bitterest isolationist newspapers resorted to 
severe Criticism. They emphasized the point that the United 
States was the only country which had actually made any 
concession. But it was argued in reply that if any concession 
had in fact been made it involved no net sacrifice in view of 
the huge increase in the country’s gold stocks during the 
preceding two years. It was further argued that the gold 
agreement had given the United States a predominant posi- 
tion, since London was now dependent upon Washington 
for the operation of its stabilization fund, and that the 
United States government thus had a means of pressure by 
which it could check any tendency of the British to seek 
special advantages by a further cheapening of the pound. 

It was easier to say in advance what the agreements did not 
signify than to forecast what they might achieve. In the first 
place, they were not a cure-all for the troubles of the gold 
bloc. The economic difficulties of France, for example, were 
due only in part to the relatively high value of her currency. 
For a long time the French government had not kept its 
house in order. Chiefly because of heavy debt service and 
military outlays, its budget was unbalanced, in spite of back- 


"Cf. Lloyds Bank Monthly Review, October, 1936, 487; New York 
Herald Tribune, November 10, 1936; L’Europe Nouvelle, XIX, 983, Oc- 
tober 3, 1936. 
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breaking taxes; industry and commerce were overshadowed 
by the threat of another European war; business leaders were 
distrustful of the domestic policies of the Front Populaire. 
For the restoration of French prosperity, therefore, much 
more was needed than regulation of the currency. 

In the second place, the agreement carried no indication of 
any change in the British currency policy; it merely meant 
that London would go to Washington rather than to Paris 
when it needed gold for currency management, and that the 
United States had enlarged the field of its gold operations 
after there were no gold standard countries left in Europe. 

Finally, the agreement did not of itself imply that the 
United States had determined to adhere permanently to the 
existing parity of the dollar. The fact that this parity had 
been maintained for nearly three years clearly indicated that 
it would not be changed except in an emergency. But Secre- 
tary Morgenthau’s caveat that the agreement was on a 
twenty-four-hour basis and the Administration’s announce- 
ment on October 6 that it would seek an extension by Con- 
gress of the President's existing authority to alter the value 
of the dollar®? showed quite clearly that the American gov- 
ernment was determined to maintain a trading—and, if neces- 
sary, a fighting—position analogous to that of Great Britain 
and of France. While this may have seemed to diminish the 
value of the new arrangements, it gave them the flexibility 
that was needed in the initial stages of their operation. 

Much water had gone over the dam since that day in July, 
1933, when President Roosevelt castigated the World Eco- 
nomic Conference for undertaking to consider a proposal 
“affecting the monetary exchange of a few nations only.” 
The new attitude was itself an indication of considerable 
progress in the direction of intergovernmental codperation. 
One began to suspect that gold values, after all, had proved 

= New York Times, October 7, 1936. 
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themselves to be something more than “‘old fetishes of so- 
called international bankers.” 

It was a paradox that the collapse of the gold bloc should 
bring about a restatement of the belief that the world could 
not dispense with the gold standard. Yet Mr. Neville Cham- 
berlain, Chancellor of the Exchequer of Great Britain, chief 
financial officer of a nation whose managed currency was 
said to be working to perfection, publicly admitted that he 
did not pin his faith on management as a permanent policy. 
At a dinner given in his honor by the Lord Mayor of London 
on October 6 he stated his views in these words: 


I have heard it suggested that the measures taken by the various 
members of what is known as the gold bloc mean the final end 
of the gold standard, mean that we are about to enter upon a new 
era, the feature of which will be the permanent establishment of 
managed currency. Well, I think it is very unlikely. I do not see 
any reason to alter the view which I have expressed before, that in 
the end we will probably come back to an international monetary 
standard on the only basis which appears to give general confidence. 


Much work was still to be done before this confidence 
could be restored, but at least one important step had been 
taken in the direction of the desired goal. Furthermore, any 
progress toward the solution of the world’s currency prob- 
lems was progress also in other directions—toward greater 
freedom of trade, recovery from depression, the abatement of 
the social discontent and class hatreds out of which dictators 
are born, and the dissipation of the international jealousies 
and suspicions which breed war. 

* Times (London), October 6, 1936. 
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CHAPTER TWELVE 


PAN AMERICANISM AND PEACE 


THE nations of Latin America had their share of the political 
shocks and uncertainties of 1936. But these shocks came from 
within; there was no actual impinging of state upon state as 
in Europe, and little fear of it. 


1. After the Chaco War 


The long blood-letting between Bolivia and Paraguay over 
the Chaco had come to an end. Many issues involved in that 
struggle remained to be settled, but by the beginning of the 
year progress had been made. Bolivia and Paraguay had re- 
duced their armies, and after much bickering they had agreed 
to release and repatriate their prisoners of war and to re- 
sume diplomatic relations.’ Yet the adjudication of the boun- 
dary dispute which had started the conflict seemed no nearer, 
and Paraguayan and Bolivian forces were still in the Chaco 
district. 

In view of the coming elections in both Bolivia and Para- 
guay and the discontent following three years of war, a 
present settlement of the territorial dispute seemed virtually 
impossible. Even the few stipulations which had been agreed 
upon were bitterly denounced by disillusioned Paraguayan 
soldiers under the leadership of Colonel Rafael Franco, the 
popular hero of the war, and the situation was not relieved 
when on February 6 Franco was deported to Argentina for 
alleged conspiracy against his government. Political affairs 
in Bolivia being also badly confused, the Chaco Peace Com- 


* The repatriation of prisoners was reported as officially ended on August 
21, 1936, and diplomatic relations were resumed four days later. Bulletin of 
the Pan American Union, LXX, 808, October, 1936. 
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mission adjourned on February 14 for an indefinite period, 
leaving an executive committee to act in its stead until con- 
ditions became more favorable for the resumption of plenary 
sessions. 

Four days after this adjournment the Paraguayan govern- 
ment was overthrown by a military coup, and Colonel Franco, 
who had returned from a brief exile, became Provisional 
President. On March 11 the new government proclaimed 
Paraguay to be a totalitarian state. This action received much 
attention in the United States, since it created the first 
avowed Fascist régime in the Western Hemisphere. But in 
countries where dictatorships were not uncommon, a proc- 
lamation of this sort did not of itself imply radical change, 
and the Administration at Washington was evidently of this 
opinion. It acted promptly under its policy of recognizing any 
régime which appeared to rest on the consent of the people 
and to be capable of maintaining order and discharging its 
international obligations.? Other South American states did 
likewise. 

The unrest in Bolivia was slower in coming to a head. On 
May 17 a group of army officers followed the example of 
their late foes in Paraguay and installed themselves in power. 
Colonel David Toro became Provisional President, and 
within a fortnight this revolutionary authority was also recog- 
nized by the United States and by most of Bolivia’s South 
American neighbors.’ 


2. Political Unrest 


The former Chaco belligerents were not the only ones to 
be beset by internal disturbances. During the first week of 
January, 1936, there was a general strike in Buenos Aires, 
and to allay the discontent President Justo reorganized the 
Argentine Cabinet and took into its membership two of his 
leading political opponents. There were also political out- 


* Department of State Press Release, March 17, 1936. 
* Ibid., June 1, 1936. 
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breaks in several cities of Brazil, and the government was 
forced to declare a state of war, which it saw fit to continue 
throughout the year. When Brazil claimed that these trou- 
bles were due chiefly to Communist propaganda from Monte- 
video, the government of Uruguay denied responsibility and 
blamed Moscow for Communist activities within its borders, 
backing up this accusation by severing diplomatic relations 
with the Soviet Union. 

Brazil’s northern neighbor, Venezuela, was also restless. In 
December, 1935, President Juan Vicente Gomez, died after 
twenty-seven years of personal rule. The efforts of his suc- 
cessor, General Eleazar Lopez, to maintain the Gomez or- 
ganization and tradition soon aroused resentment, and a 
considerable section of the people gave vent to feelings 
which they had long been compelled to repress. Then fol- 
lowed civil disorders such as usually occur on the collapse of 
a one-man government. 

In February the existence of a state of war was declared 
in Chile because of violence attending a railway strike. In 
Cuba, in spite of many signs of smoldering discontent, a 
relatively peaceful election was held on January 10, 1936, 
and resulted in the choice of Dr. Miguel Mariano Gomez as 
President. His inauguration on May 20 brought an end to the 
revolutionary régime which had governed the Island since 
the overthrow of President Machado in 1933, but it did not 
restore political tranquillity, for in December the new Pres- 
ident was impeached and removed from office after he had 
vetoed a tax bill against the wishes of certain military leaders. 

Political conditions in near-by Puerto Rico were not so 
turbulent, but early in the year there was a good deal of 
factionalist agitation for independence, and strong-arm tac- 
tics culminated in the assassination of the chief of the na- 
tional police. On April 23 Senator Tydings of Maryland 
introduced a bill in the United States Senate authorizing a 
popular vote in Puerto Rico to determine whether the Island 
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should go free.* The measure was modeled closely on the 
Philippine Independence Bill which Senator Tydings had 
also sponsored, and it was rumored that it had the approval 
of the Administration. No one was more taken aback by this 
proposal than Puerto Rican leaders of the autonomy move- 
ment. As drafted, the bill gave the people the choice of 
political freedom to the accompaniment of economic ruin or 
the maintenance of the status quo. To most of the Islanders 
it was a shock. Mr. Martinez Nadal, President of the Puerto 
Rican Senate, denounced it as a betrayal of a people who for 
nearly forty years had stood loyally by the government to 
whom their destiny had been committed. Congress took no 
action on the measure, and, indeed, it seemed to have no real 
friends either in the island territory or in the United States. 
The fact that it was introduced in the Senate only, and so 
late in the session, was generally believed to indicate that its 
prime purpose was to call the bluff of the agitators, and to 
bring home to the Puerto Rican people the fact that inde- 
pendence would not be a cure, but possibly only an aggrava- 
tion, of their troubles. 

Yet in spite of the prevalence of internal disorders, the 
countries of Latin America during 1936 kept peace with their 
neighbors. The only international dispute of much signifi- 
cance was a trade controversy involving Argentina, Chile 
and Peru. Strangely enough, it grew out of a reciprocal tariff 
agreement between Chile and Peru, which provided that the 
mutual concessions of that agreement were not to be gen- 
eralized on a most-favored-nation basis.® Argentina there- 
upon announced that a 50 per cent penalty would be imposed 
on petroleum imports from Peru unless Peru gave her the 
same concessions on wheat as had been given to Chile.® The 
dispute attracted attention in the United States, since it 
seemed to offer an example of what might occur if bilateral 


“ Congressional Record, LXXX, 5926. 
*Pan American Union, “Recent Commercial Policy Trends in Latin 
America” (Commercial Pan America, No. 48, May, 1936). 
* Commerce Reports, January 11, 1936. 
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trade agreements were negotiated in disregard of the most- 
favored-nation principle. 


3. Peace in the Americas 


On the whole, the problem of maintaining peace in the 
Americas was much simpler than in Europe or Asia. There 
was a high degree of racial and linguistic affinity from the 
Rio Grande to Patagonia and consequently there were no 
vexatious problems of minorities. There was no pressure of 
population and consequently no clamor for new territory. 
While there were a few left-over disputes concerning bound- 
aries, most of them were well advanced toward settlement by 
peaceful methods. Panama and Costa Rica, Peru and Ecua- 
dor, and Peru and Colombia had recently agreed to submit 
territorial questions to arbitration. Only the Chaco bound- 
aries remained as a source of potential trouble. 

Since the World War, in addition to many two-party 
arbitration treaties, the American republics had developed an 
elaborate system of multilateral agreements for the peaceful 
settlement of disputes. The four most important of these 
treaties were: 

1. The Gondra Pact of 1923, under which the signatories 
pledged themselves not to resort to war until a commission 
of inquiry had made an investigation and submitted a report. 

2. The Inter-American Conciliation Convention of 1929 
which supplemented the Gondra Treaty by providing not 
only for an investigation by a commission but also for the 
formulation of a plan of settlement, which the commission 
might offer to the disputants at any time on its own initiative. 

3. The Washington Arbitration Treaty of 1929, under 
which the parties agreed to submit to arbitration all ques- 
tions of an international character depending upon a claim 
or right. 

4. The Saavedra Lamas, or Anti-War, Treaty of 1933, 
which supplemented the Pact of Paris by denouncing ag- 
gressive wars and prescribing for the settlement of disputes 
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by “pacific means which have the sanction of international 
law.” It further prescribed the non-recognition of territorial 
arrangements effected by other than peaceful means. 

While at first sight this chain of multilateral agreements 
might seem adequate for all contingencies which might arise 
in the relations between the American republics, in practice 
it had fallen far short of establishing an effective mechanism 
for peace. In the first place, not one of these pacts had been 
accepted by all of the twenty-one American republics. Again, 
even when treaties were accepted, the ratifying governments 
sometimes attached reservations which greatly limited their 
scope. Finally, the treaties themselves expressly excluded cer- 
tain questions from their jurisdiction. By the end of 1936, 
although seventy-five ratifications of these four treaties and 
the Pact of Paris had been effected, thirty more were needed 
to make them unanimously applicable. Only seven states had 
become parties to the four inter-American agreements, and 
Argentina, a state which had recently played a leading rdéle 
in Pan American diplomacy, had accepted only the Saavedra 
Lamas Treaty.’ 

If the system of conciliation and arbitration planned for 
the American nations was to succeed, more nations would 
have to accept the agreements. At the Pan American Con- 
ference at Montevideo in 1933 the United States delegation 
had joined heartily in efforts to strengthen the peace ma- 
chinery in this way. Whether further work along this line 
would bring the desired result was sometimes questioned, in 
view of the slow progress of the past decade. And this ques- 
tion naturally raised another: Could a more effective system 
be devised by the consolidation of the treaties into a new 
agreement, or by creating de novo some new system or 
agency? These were clearly matters for the states themselves 


™The Saavedra Lamas Treaty was not limited to the Americas. For a de- 
tailed discussion of these pacts, cf. Manley O. Hudson, “The Inter-American 
Treaties of Pacific Settlement,” Foreign Affairs, XV, 165-178, October, 1936. 
See also Charles A. Thomson, “Toward a New Pan-Americanism,” Foreign 
Policy Reports, X11, 202-212, November 1, 1936. 
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to determine in conference. With the termination of the 
Chaco warfare the time for such a conference seemed fa- 
vorable. Furthermore, with the weakening of the League and 
with war fears gripping the Eastern Hemisphere, the Amer- 
ican republics had an opportunity to set an example to the 
rest of the world and to combat the growing belief that com- 
mon action for peace was nothing but an illusion. 


4. Plans for an Inter-American Conference 


On January 30, 1936, President Roosevelt sent personal 
letters to the heads of all the Latin American states suggest- 
ing that a conference meet in Buenos Aires at an early date 
to consider how the peace of the Americas could be best safe- 
guarded—"whether, perhaps, through the prompt ratifica- 
tion of all the inter-American peace instruments already ne- 
gotiated; whether through the amendment of existing peace 
instruments in such manner as experience has demonstrated 
to be most necessary; or perhaps through the creation by 
common accord of new instruments of peace additional to 
those already formulated.’”* 

To indicate that he was not thinking of setting up a rival 
to the League of Nations, as certain anti-League politicians 
and newspapers had intimated in advance of the publication 
of this correspondence, the President was careful to state 
that the steps which he proposed “would supplement and 
reinforce the efforts of the League of Nations and of all 
other existing or future peace agencies in seeking to prevent 
war.” In reply, nine governments made recommendations 
with regard to the agenda. Argentina wished to extend the 
discussions to include an investigation of social, commercial 
and economic problems. Chile suggested regional limitation 
of armament and measures for stimulating international 
trade. There was a general acceptance of the President's sug- 
gestion that whatever measures might be adopted should 
supplement and not conflict with the activities of the League, 


* Department of State Press Release, February 15, 1936. 
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but the Dominican Republic, Colombia and Guatemala fa- 
vored something like an American League of Nations. 

The government of the United States proposed: (1) the 
improvement of existing American peace treaties and the 
negotiation of new treaties; (2) a clarification of the exist- 
ing rights of neutrals; (3) the improvement of inter-Amer- 
ican communications both by sea and by public highways; 
(4) intellectual codperation through the exchange of teachers 
and students among the American nations; (5) measures to 
eliminate trade discriminations and to promote inter-Amer- 
ican commerce.® 

Secretary Hull’s suggested clarification of the rights and 
duties of neutrals contemplated a new agreement open to all 
nations and not restricted to the Americas. He hoped to 
obtain the initial impulse for this project at the conference in 
Buenos Aires. Furthermore, neutrality legislation recently 
enacted by Congress had unexpectedly created a novel rela- 
tionship between the United States and its Southern neigh- 
bors through the provision stipulating that in the event of war 
between an American nation and any other nation the United 
States embargo on arms should not apply to the American 
nation. Such an American nation would enjoy favors from 
the United States, regardless of the merits or demerits of its 
case. The United States had actually committed itself to dis- 
crimination in favor of any American nation in its warfare 
against any country outside the Western Hemisphere, ap- 
parently even if that American nation were clearly the ag- 
gressor.° 

While it had originally been thought that the conference 
might be held in Buenos Aires at or near mid-year of 1936, 
a later date was subsequently selected. Some of the govern- 
ments were slow in their responses, and it was impossible to 
complete the program for the conference until late in July. 

* Department of State Press Releases, April 13, May 2, 1936. 


” This favorable treatment, however, would not apply to an American 
nation codperating in war with a non-American state. See above, p. 144. 
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So, with a presidential campaign then under way in the 
United States, it was deemed better to defer the meeting until 
after the election in November. The program as finally 
adopted was divided into six sections, dealing with methods 
for the peaceful settlement of disputes, neutrality, limitation 
of armaments, juridical problems, economic problems, and 
intellectual codperation. While including in broad outline 
the agenda suggested by the United States, it also called for 
the consideration of an American Court of Justice, as re- 
quested by no fewer than seven other governments."* The 
interest of the Latin American states in such an institution 
was rather surprising in view of the fact that twelve of 
them had already adhered to the World Court. 


5. Treaty with Panama 


On March 2, 1936, shortly after President Roosevelt sug- 
gested the Buenos Aires conference, an auspicious event oc- 
curred in the signing of a series of agreements between the 
United States and Panama, paving the way for a solution of 
questions which for many years had not only clouded the 
relations of the two countries, but also had been a source of 
ill-feeling against the United States in other parts of Latin 
America.” This effort to remove one of the few known sore 
spots in relations between the United States and other Amer- 
ican nations was timely; for it gave the Southern republics 
further assurance of the sincerity of the Administration in 
Washington at a moment when they were considering its 
proposal to meet with them in conference. 

The people of Panama had been displeased with the so- 
called Canal Treaty almost from the time of its negotiation in 
1903. Its guarantee of the independence of Panama by the 
United States government was regarded in that country as 
detracting from its dignity. The provision authorizing the 
United States to intervene for the preservation of order in 


™ Bulletin of the Pan American Union, LXX, 682-683, September, 1936. 
™ Department of State Press Release, March 2, 1936. 
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territory outside the Canal Zone was likewise resented as an 
infringement of Panama’s sovereignty. New agreements were 
reached with much difficulty, and only after negotiations ex- 
tending over some three years. Besides a general treaty revis- 
ing and reinterpreting portions of the treaty of 1903, there 
were three supplementary conventions dealing with radio 
rights and communication in Panama and the Canal Zone 
and the construction of a highway across the Isthmus. The 
new treaty made amends to Panama for the attempt of the 
Treasury Department to pay the Canal rental, amounting to 
$250,000 a year, in devalued United States currency instead 
of in gold at the former parity. All payments were to be made 
in Panama currency at the old gold-dollar rate of exchange. 

Hearings on the treaty before the Senate Committee on 
Foreign Relations were conducted in executive session. When 
the treaty was concluded Japan had only recently withdrawn 
from the Naval Conference in London, and because of a 
possible increase in her naval forces there was hesitancy on 
the part of some Senators and of the high commands of the 
army and navy to approve any changes in the status quo in 
the Canal Zone and adjacent territory, lest these should 
hamper defensive military operations. In the meantime, the 
treaty had become a hotly debated political issue in Panama, 
and the Senate committee decided that the question should 
be fought out down there before any further action was 
taken by the United States. On April 29, therefore, further 
consideration of immediate ratification of the treaty was 
suspended.** On December 24 the treaty and the three con- 
ventions were ratified by the Panama National Assembly, and 
there the matter rested at the end of the year. 


6. The Conference at Buenos Aires 


On December 1, 1936, after more than ten months of 
preparatory work, the Inter-American Conference for the 
Maintenance of Peace convened in Buenos Aires. This as- 


™ New York Times, April 30, 1936. 





204 THE UNITED STATES IN WORLD AFFAIRS 


sembly was extraordinary in two senses of the word; for it 
was not one of the regular meetings of the Pan American 
Conference, and its interests were not centered wholly on 
inter-American relations.* Naturally only representatives of 
the American republics were invited to attend, but from the 
beginning the sessions were conducted against a background 
of world affairs. President Roosevelt had sounded this note 
in his letter proposing the conference. While he linked his 
suggestion for the meeting with the recently concluded peace 
agreement between Bolivia and Paraguay, he also expressed 
a hope that the achievements at Buenos Aires ‘“‘would ad- 
vance the cause of world peace.” In reply President Justo of 
Argentina spoke of “dark days for the world, full of uncer- 
tainties for its stability and for the effective sway of inter- 
national morality.’ 

Interest in the conference was quickened when Mr. Roose- 
velt stated on November 6, three days after his election 
triumph and with his prestige at a new high mark, that he 
might attend the opening session in person. On the follow- 
ing day, in an address over the radio, he returned again to 
the theme that the coming conference would find purely 
regional problems subordinated to considerations of uni- 
versal peace. It would be “no ordinary conference,” he said. 
It would “give renewed hope and courage to the war-weary 
peoples of the world by demonstrating to them that the 
scourge of armed conflict can and will be eliminated from 
the Western Hemisphere.’’** The President’s decision to go 
to Buenos Aires, definitely announced on November 16, was 
duly noted overseas, and according to the London Times 

“It is important that the extraordinary conference of 1936 should be dis- 
tinguished from the Pan American Conference (officially designated as the 


International Conference of American States). The Seventh Pan American 
Conference met in Montevideo in 1933, and the Eighth was scheduled to 
meet in Lima in 1938. 

* Department of State Press Releases, February 15, April 13, July 11, 
1936. 

* New York Times, November 8, 1936. 
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it changed “what might have been a regional meeting into 
a gathering of world-wide importance.”" 

The moment for the conference was happily chosen. For 
however dark the situation in Europe might seem to be, the 
clouds were lifting for the peoples of the Western Hem- 
isphere. One need only look for comparison back to the days 
of 1933 when the last regular conference met in Montevideo. 
Then both the Americas were in an acute stage of the world’s 
worst economic depression, and the warfare in the Chaco 
had reached its most savage phase. Now, three years later, 
the American nations were sensing the return of prosperity; 
the Chaco was quiet, and relations between the United 
States and the Southern republics had improved markedly. 
Observation and experience led Latin America to believe that 
there was something more than lip service in the phrase 
“good neighbor.”” Not in years had conditions for a success- 
ful international gathering seemed so promising. 

On November 18 Mr. Roosevelt boarded the cruiser Indi- 
anapolis to go south as “‘a traveling salesman for peace.” He 
was setting a precedent, for no head of the United States 
government had ever paid a visit to South America before.” 
His message was known to be intended for listening ears in 
all civilized countries wherever people were permitted by 
their governments to get the news.'® On November 27 the 
President stopped at Rio de Janeiro and spoke before the 
Brazilian Congress and the Supreme Court. The first public 
utterance of his trip furnished the keynote of his later 
speeches in Buenos Aires and Montevideo: 


Let us present a record which our hemisphere may give to the 
world as convincing proof that peace lies always at hand when na- 


* Times (London), December 12, 1936. 

*8 Mr. Hoover, however, as President-elect, had made an extensive visit to 
Central and South America in November and December, 1928. Both Presi- 
dent Theodore Roosevelt and President-elect Harding had visited the Canal 
Zone and other parts of Central America and President Coolidge attended 
the Sixth Pan American Conference in Havana in 1928 and delivered an 
address at the opening session. 

** Cf. article by Arthur Krock in New York Times, November 26, 1936. 
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tions, serene in their sovereign security, meet their current problems 
with understanding good will. All of us have learned that no real, no 
lasting prosperity can exist where it is secured at the expense of 
our neighbors—that among nations, as in our domestic relations, 
the principle of interdependence is paramount.?° 


On November 30 Mr. Roosevelt reached Buenos Aires and 
received an ovation described as “the largest and most jubi- 
lant” ever accorded to anyone in Argentina.”* On the next 
day he formally opened the conference with an appeal to the 
New World to unite in efforts to help the Old World avert 
a threatened catastrophe. 


Beyond the ocean we see continents rent asunder by old hatreds 
and new fanaticism. We hear the demand that injustice and inequal- 
ity be corrected by resorting to the sword and not by resorting to 
reason and peaceful justice. We hear the cry that new markets can 
be achieved only through conquest. We read that the sanctity of 
treaties between nations is disregarded. 

We know too that vast armaments are rising on every side. . . 
We know that nations guilty of these follies inevitably face the day 
either when their weapons of destruction must be used against their 
neighbors or when an unsound economy like a house of cards will 
fall apart. In either case, even though the Americas become involved 
in no war, we must suffer too. The madness of a great war in other 
parts of the world would affect us and threaten our good in a hun- 
dred ways. And the economic collapse of any nation or nations 
must of necessity harm our prosperity.?2 


Mr. Roosevelt was “convinced that the plain people every- 
where in the civilized world today wish to live in peace with 
one another,” even though “leaders and governments resort 
to war.” He was confident, therefore, that the people of the 
Americas could make an effective contribution. They could 
work toward this end in two ways: by preventing future wars 
among themselves and by preventing the creation of condi- 
tions which give rise to them. To maintain the Pax Amer- 
icana, the President urged that the processes of constitutional 


* Department of State Press Release, November 27, 1936. 

™ New York Times, December 1, 1936. 

™ Department of State Press Release, December 1, 1936. Cf. also Appendix 
XI for full text of the address. 
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democratic government be strengthened and that a united 
front be maintained in order that “others who, driven by war 
madness or land hunger, might seek to commit acts of aggres- 
sion against us, will find a hemisphere wholly prepared to 
consult together for our mutual safety and our mutual good.” 
He repeated what he had said a few days before in Brazil: 
“Each one of us has learned the glories of independence. 
Let each one of us learn the glories of interdependence.” 

The part of the speech which aroused special interest in 
Latin America was the reference to common action against 
aggressors; for this raised the question whether the once- 
distrusted Monroe Doctrine might not take on the character 
of a multilateral declaration, with all the American nations 
assuming a share of the responsibility for maintaining the 
sovereign rights and territorial integrity of their sister re- 
publics. 

Across the Atlantic people were listening too, and they 
heard Mr. Roosevelt in his concluding sentence summon the 
two Americas not only to “watch and guard our hemisphere” 
but “with God’s help” to “offer hope to our brethren over- 
seas.” In Paris the address occupied a prominent place in the 
day’s news. L’Ere Nouvelle, voicing the opinion of the Rad- 
ical Socialist leaders, said that the address marked a date in 
the history of international relations.?* More guardedly, the 
Temps declared that while all liberal people would applaud 
the President’s words, the mere example of American de- 
mocracy would not suffice to keep the world at peace.** Lon- 
don editorial opinion was rather cool. The Daély Mirror 
could not visualize American intervention to save European 
peace, and the Daily Telegraph could not resist pointing out 
that the United States was a heavy competitor in the arma- 
ment race and that in assenting Mr. Roosevelt was open to 
the strictures which he had passed on others.”* In Germany 
the conference and the President’s speech received only pass- 


* Quoted in New York Times, December 2, 1936. 
™ Le Temps, December 3, 1936. 
* Quoted in New York Times, December 2, 1936. 
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ing notice. The Frankfurter Zeitung had little doubt that the 
“irresistible impulse” back of Mr. Roosevelt's words would 
cause the Latin American states, in spite of their varied in- 
terests, to endeavor to give substance to his ideas of solidar- 
ity.° But Chancellor Hitler’s organ, the Voelkische Beo- 
bachter, detected in the meeting certain signs that South 
American nations had become “Geneva-tired.’** The Koel- 
nische Zeitung suggested that the United States had aban- 
doned her imperialism in Latin America to facilitate her 
intervention in affairs of the Old World.?* Newspapers in 
Rome printed summaries of the speech without comment, 
and neither there nor in Berlin did the references to war- 
minded aggressors get past the censor. 

In the United States the address was well received by 
Democratic and Republican editors alike. To the New York 
Times (Ind. Dem.) it was “‘a noble gesture of good will,’ 
and to the New York Herald Tribune (Ind. Rep.) it was “a 
fine expression of the ideals of peace and democracy.’”*° The 
Washington Post (Ind.) believed that it would give arbitrary 
rulers overseas “‘a sharp and altogether salutary shock,’’** 
and the Republican Boston Herald termed it ‘‘a plain caveat 
to the three rulers who have so often reviled and derided 
democracy.” The Republican Los Angeles Times, which 
rarely had a good word for the Administration, regarded the 
goal set by the President as “lofty and altruistic,” but deemed 
it better to start “too high than too low.”** 

Spoken in Buenos Aires, the President’s words took on a 
meaning which they could not have had in Washington, 

* Frankfurter Zeitung, December 3, 1936. 

* Quoted in New York Times, December 2, 1936. 

* Quoted in New York Herald Tribune, December 8, 1936. It had been 
gossiped around Washington that one object of the conference was to develop 
a united front against Germany's efforts to establish quasi-colonies in South 
America, especially in Brazil. Cf. United States News, November 16, 1936; 
New Statesman and Nation (London), XII, September 19, 1936. 

® New York Times, December 2, 1936. 

® New York Herald Tribune, December 2, 1936. 


“= Washington Post, December 2, 1936. 
™ Quoted by New York Herald Tribune, December 2, 1936. 
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since they came not only from the head of one great state but 
from a man who was regarded as the mouthpiece of twenty- 
one nations. For the first time in history two continents were 
heard through a single voice. This was the chief significance 
of Mr. Roosevelt’s hurried visit to South America. But his 
attendance at the conference had further results. It increased 
the spirit of harmony which, largely through Mr. Hull’s in- 
fluence, had been so evident at the Montevideo conference 
three years before. The distrust shown by Latin America 
toward the United States, hampering the deliberations of 
former inter-American gatherings and retarding constructive 
achievement, was now largely dissipated. Pan Americanism, 
once a hot-house product of “sweetness and light,” now 
seemed as if it might have reached a stage where it could 
send its roots deep down into native soil. 


7. Plans for Inter-American Peace 


Mr. Roosevelt left for a brief visit to Montevideo and 
thence home, and the conference turned its attention to inter- 
American matters, always in a setting of world conditions. 
The first item on this part of its program was called, some- 
what grandly, the Organization of Peace. The honor of sub- 
mitting the first proposals under this heading fell to Secre- 
tary Hull. On December 5 he presented what he chose to call 
“Eight Pillars of Enduring Peace.” If the title was somewhat 
literary, the program was concrete. It called for: (1) educa- 
tion and organization by each nation of its people in opposi- 
tion to wars; (2) frequent conferences between representa- 
tives of the various nations and freer association among their 
peoples; (3) codrdination and ratification of the existing 
peace agreements; (4) a common policy of neutrality in the 
event of war in the Western Hemisphere; (5) the adoption 
of more liberal trade policies to promote prosperity and en- 
during peace; (6) codperation to restore many indispensable 
relationships among the nations; (7) the revitalization and 
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strengthening of international law; (8) the faithful observ- 
ance of international agreements and obligations.** 

On December 7 Mr. Hull presented drafts of two treaties 
embodying his principles. One draft dealt with political pro- 
cedures and provided for: (1) the codrdination of five exist- 
ing peace agreements;** (2) compulsory consultation in case 
of any threat to peace and the creation of a permanent Inter- 
American Consultative Committee to implement this provi- 
sion; and (3) the establishment of a common neutrality 
policy in the event of an inter-American war.** The second 
draft provided for government aid in the exchange of pro- 
fessors and students among the American countries. This 
proposal raised no important issue, but it was quickly ap- 
parent that the proffered political treaty involved difficult 
problems. 

Well aware that sixteen of the twenty-one nations repre- 
sented at the conference were members of the League of 
Nations, Mr. Hull had incorporated an article making it clear 
that none of its provisions should be interpreted as conflicting 
with the obligations of signatories under other multilateral 
treaties to which they were parties. He wanted it understood 
that there was no intention of weaning these states away 
from the League or of creating any kind of rivalry with 
Geneva; instead, his proposals would aid its work by 
strengthening the foundations of peace in the Western Hem- 
isphere. It was already evident, however, that an influential 
group of delegates wished to avoid even the appearance of 
competition with the League. While the proposed consulta- 
tive body, made up of the Foreign Ministers or other repre- 
sentatives of the signatory nations, might not function at first 
as an American rival of Geneva, these delegates seemed to 
fear that a certain amount of rivalry would necessarily result. 


* Department of State Press Release, December 5, 1936. 

™ That is, the four inter-American treaties previously referred to in this 
chapter and the Pact of Paris renouncing war as an instrument of national 
policy. 

*® Department of State Press Release, December 6, 1936. 
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Among those who felt that way was Dr. Saavedra Lamas, 
President of the conference and head of the Argentine dele- 
gation. He had recently won the Nobel Peace Prize in recog- 
nition of his efforts to end the Chaco war, and he had just 
returned from Geneva, after presiding over a session of the 
Assembly. To him and to many other Latin American dele- 
gates the League still meant a great deal, and they did not 
wish to see its status rendered more equivocal than ever by 
the creation of any other permanent international organi- 
zation.*® 

On the question of neutrality the line of cleavage between 
the League and non-League states was even more apparent. 
Mr. Hull’s proposals bound the signatories, during a war 
between two American nations, to stop the exportation from 
their territory of “arms, ammunition and munitions of war 
to any of the belligerents.” Clearly this provision was in- 
tended to extend the neutrality system of the United States 
to all American republics; and some of the League-member 
delegates believed that it ran counter to their obligations 
under Article XVI of the Covenant, notwithstanding assur- 
ances by the United States delegation that the treaty ex- 
pressly denied any such trespass. Dr. Saavedra Lamas pointed 
out that League members were permitted to supply arms to 
a nation defending itself against an adjudged aggressor, 
while the proposed treaty made no distinction between the 
aggressor and the state under attack. In his opinion the adop- 
tion of the proposed neutrality convention would create a 
debatable zone to perplex the sixteen American members of 
the League, if Geneva should again decide to experiment 
with sanctions. 

The debate on neutrality gave indications of differences be- 
tween staunchly pro-League Argentina and non-League 
Brazil. It seemed probable at the outset that a majority of the 
delegations would support the neutrality proposal. But Mr. 


* Cf. “The United States and World Organization during 1936,” Geneva 
Special Studies, No. 9, 1936. 
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Hull was seeking a formula which could be accepted by all, 
since the prime purpose was to develop Pan American soli- 
darity on a program of peace. Practical procedure lay, there- 
fore, in reaching compromises which would be satisfactory 
all around, even though in some instances this would in- 
volve a considerable dilution or generalization of the orig- 
inal proposals. Hence, under revisions which continued to 
the last days of the conference, the draft submitted by Mr. 
Hull emerged as a series of conventions and a declaration of 
principles. 

The Convention for Collective Security provided a pro- 
gram for consultation in the event of war or the threat of 
war. The original plan for a permanent committee was aban- 
doned, but the signatories agreed to consult with the aim of 
adopting codperative measures if hostilities in the Western 
Hemisphere or in any other part of the world should threaten 
the peace of the American republics. A definite commitment 
to general consultation was in accord with suggestions made 
by President Roosevelt three years before in a speech at a 
dinner in honor of Woodrow Wilson," and it was also 
pleasing to Latin Americans. However, its practical value 
remained to be tested. The provisions for consultation were 
an improvement over anything provided by earlier pacts, but 
the consultation would be ad hoc, and being, like the Pact 
of Paris, without implementation, no one could say just how 
it would work. 

The agreement on neutrality, embodied in the Convention 
to Codrdinate, Extend and Assure the Fulfillment of Existing 
Treaties, likewise made radical departures from the pro- 
posals of the United States government. The signatories 
bound themselves to adhere to the five existing peace treaties, 
but in lieu of compulsory embargoes on shipments of war 
materials to all belligerents, they agreed, in the event of 
war between any of them, to consult immediately and to 
endeavor to adopt a common neutral policy for discouraging 


"Cf. The United States in World Affairs, 1933, 201. 
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war Or preventing its spread or prolongation. Embargoes on 
war materials and war loans were optional, and each gov- 
ernment was to be guided in its action by its domestic legis- 
lation and its obligations under other treaties (including the 
League Covenant). States members of the League would 
not be kept from imposing sanctions against an aggressor or 
aiding the victim of aggression. 

In spite of these broad generalizations, Argentina, Para- 
guay, Colombia and El Salvador felt that they had to attach 
reservations when they signed. Argentina stipulated that 
foodstuffs or raw materials for civilian populations and 
credits for the purchase of such materials should in no case 
be subject to embargo. She also entered a reservation with 
regard to any embargo on raw materials if there should be a 
“war of aggression.” 

In a Protocol of Non-Intervention the agreement made at 
Montevideo in 1933 was strengthened by the provision that 
any intervention by one country in the foreign or domestic 
affairs of another would be a matter of concern to all the 
signatories and would be a sufficient threat to peace to justify 
the invocation of the consultative procedure provided by the 
pact for collective security. In accepting this agreement with- 
out reservations the United States went further than she was 
willing to go at Montevideo, and thus made another con- 
cession to her Southern neighbors.*® 

The structure provided by the two conventions and the 
protocol was capped by a Declaration of Solidarity, adopted 
near the close of the conference. This was a platform of gen- 
eral principles to which the American states were to pledge 
themselves to adhere. The acquisition of territory by force 
was not to be recognized;** intervention in the affairs of an- 


*In 1933 acceptance by the United States was restricted by a reservation 
to the period of the existing Administration. This restriction was now 
eliminated. 

* This was a reaffirmation of the Stimson Doctrine. Cf. The United States 
in World Affairs, 1932, 195-197. 
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other state was proscribed; the forcible collection of pe- 
cuniary claims was condemned; and every dispute among 
American states, of whatever nature or origin, was to be set- 
tled peaceably by arbitration, conciliation or international 
law. This declaration supplemented and in some ways 
strengthened various peace agreements by reaffirming their 
purposes in broad terms and by giving form to the policies 
they were designed to make effective. 

To the declaration of principles and the three peace agree- 
ments were added two other pacts. The first of these pro- 
vided that each American republic should file with the Pan 
American Union in Washington the names of a panel of 
jurists from which mediators could be drawn in the event of 
a threatened controversy between any of the states. If the 
disputants should be unable to agree on the mediators to be 
chosen they would be under obligation to submit their dis- 
pute to the established agencies for conciliation and arbitra- 
tion. A second pact provided for the creation of permanent 
commissions to study plans for eliminating the causes of 
possible disputes and for putting existing agreements into 
effect. An effort to codrdinate the inter-American peace ma- 
chinery with that of the League of Nations was embodied in 
a resolution urging the states, not members of the League 
but signatories to the Pact of Paris and the Saavedra Lamas 
Treaty, to join with the League in a study of plans for this 
codrdination. The resolution was adopted, but not with a 
unanimous vote. The United States delegation, in accordance 
with the practice of its government in such instances, re- 
frained from voting. 


8. Plans for Freer Trade 


Next to the subjects of consultation and neutrality, the 
question of reducing trade restrictions was of greatest interest 
to the United States delegation. Mr. Hull submitted two 
proposals to the conference in the form of resolutions. The 
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first reaffirmed the Montevideo declaration for equality of 
treatment in international trade and recommended that the 
governments apply this principle by suppressing discrimina- 
tory practices incident to the use of import licenses, ex- 
change controls and clearing and compensation agreements. 
The second resolution recommended the gradual lowering of 
trade barriers through bilateral agreements and unilateral 
action preparatory to a later general agreement.*° 

These two resolutions embodied the very essence of Mr. 
Hull’s tariff policy, but they were not in harmony with the 
practices of the leading countries of South America, which 
were employing licensing systems, exchange control and bi- 
lateral bargaining on an extensive scale. Argentina, whose 
trade with the United States exceeded that of any other South 
American country except Brazil, had her trade subjected to 
particularly rigid control, and as a bilateral bargainer she set 
an example which should have warmed the heart of every 
good autarchist. Less than a week before the conference 
opened she had renewed her mutual-preference commercial 
treaty with Great Britain, having found it highly profitable. 
The Argentine delegation, therefore, was not disposed to 
follow Mr. Hull’s line of thought. The delegations of Brazil, 
Chile, Colombia, Venezuela and the states of Central Amer- 
ica were likewise cold to it. Upon their insistence the resolu- 
tions were amended to include a provision that the signatories 
should act “‘to the extent that the several national economies 
permit.”” Only by the addition of these words, reducing the 
resolutions to mere gestures in the direction of liberal trade 
principles, was the desired unanimity obtained. 

The projects for intellectual codperation received little 
attention in the newspapers, but they were of considerable 
importance, nevertheless. Among these was a convention pro- 
viding for the interchange each year of 240 professors and 


“Pan American Union, “Economic Aspects of the Buenos Aires Confer- 
ence,” Commercial Pan America, No. 47, February, 1937. 
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480 students among the twenty-one countries. Other conven- 
tions were adopted to promote the exchange of publications 
and educational films and to extend the facilities for exposi- 
tions of the art of American nations. 

During the three weeks in which the conference was in 
session one hundred and fifteen proposals, touching on every 
phase of inter-American affairs, were brought before it. 
Among the matters which had been excluded from its agenda 
were the Chaco dispute and women’s rights, but even these 
managed to get a hearing. Until the closing session there 
were informal negotiations with a view to obtaining a final 
settlement of the surviving territorial dispute between Bolivia 
and Paraguay under the auspices of the conference, and 
shortly before adjournment the Foreign Ministers of Bolivia 
and Paraguay assured the delegates amid great applause that 
their countries would settle the dispute by pacific means. 
The champions of women’s rights, having circumvented the 
formal procedure of the agenda, obtained the adoption of a 
lukewarm resolution. 

The conference took action on sixty-seven of the proposals 
laid before it. It would be difficult, however, to say how 
much it added to the world’s machinery for peace. There was, 
perhaps, ample machinery already for the peaceful settlement 
of inter-American problems. The chief thing needed was a 
will to use it and make it work. The friendly atmosphere of 
the conference was more important in developing this will to 
peace than were the numerous documents to which the dele- 
gates attached their names. President Roosevelt made an ef- 
fective contribution, and his efforts were ably seconded by 
Secretary Hull. It was Mr. Hull more than anyone else who 
was responsible for such expressions from the Latin Amer- 
ican delegates as ‘The United States is with us now” and 
“The United States has at last joined the Pan American 
family.’’*? But these amiable phrases needed a good deal of 
qualification. The United States did not, of course, see wholly 


“ Cf. dispatch by John W. White in New York Times, December 27, 1936. 
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eye to eye with the other American nations; nor did the other 
American nations see wholly eye to eye among themselves. 
Nevertheless, the sentiments, if sweeping, did indicate prog- 
ress in mutual understanding, and this was no mean accom- 
plishment, for the Americas and for the world as a whole. 
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APPENDIX I 
UNITED STATES OIL EXPORTS TO ITALY 


There is no evidence that Italy was accumulating large stocks of oil 
before the outbreak of the war in Ethiopia. Her purchases during the 
year 1934 and the first nine months of 1935 were at approximately 
the normal rate. The proportion supplied by the United States had 
remained fairly constant since 1931. For the years 1931-1934 it had 
averaged 6.6 per cent of Italy’s total purchases; for 1934 it was 6.4 
per cent, and for January-September, 1935, it was 6.3 per cent. For 
the whole year 1935, however, the proportion rose to 12.5 per cent. 
The relative importance of the chief producing countries as suppliers 
of oil to Italy is indicated in the following table:* 





Average Year Year 
1931-1934 1934 1935 
I 0. isan 6 aiighcnye 32.5% 33.2% 44.6% 
Soviet Russia......... 36.3 27.8 15.2 
Latin America........ 13.7 17.4 16.6 
isan (Porsia).......... 8.6 10.3 6.9 
United States......... 6.6 6.4 12.5 
Other Countries....... 2.3 4.9 4.2 
RE ia inns tag nration 100. 100. 100. 


After launching its military campaign in East Africa the Italian 
government for obvious reasons maintained complete secrecy with 
regard to its procurement of oil and other war materials, and the 
foregoing figures are based in part on export data of the producing 
countries and in part on the tonnage of tankers arriving in Italian 
ports. On the basis of these rather inadequate statistics the League of 
Nations Committee of experts estimated Italy's purchases in 1935, 
excluding bunker oil bought by Italian ships in foreign ports, at 
3,800,000 tons, compared with 3,000,000 tons in 1934, an indi- 
cated increase of 27 per cent. A substantial part of this increase (ap- 


* Compiled by the League of Nations Committee of Experts. Cf. League of 
Nations Publication, Official No.: Coérdination Committee 113. 
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proximately 300,000 tons) came from the United States; but even 
with its larger shipments this country in 1935 was supplying Italy 
with only one-eighth of her total imports. This of itself would 
hardly justify the finding of the League committee that the failure 
of the United States to limit oil exports to Italy to their normal 
peace-time volume was an obstacle to the adoption of an oil sanction 
by the League. It seems, however, that the committee was mainly 
concerned with potential shipments from the United States in the 
event of a League embargo; for it pointed out that the enormous 
petroleum resources of this country would permit a much greater 
increase of its exports without any abnormal development work 
being undertaken. 
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APPENDIX II 


EXTRACTS FROM THE SPEECH OF THE NEGUS HAILE 
SELASSIE I OF ETHIOPIA BEFORE THE LEAGUE 
ASSEMBLY, June 30, 1936! 


I, Haile Selassie 1, Emperor of Ethiopia, am here to-day to claim 
that justice that is due to my people, and the assistance promised to 
it eight months ago by fifty-two nations who asserted that an act of 
aggression had been committed in violation of international treaties. 

None other than the Emperor can address the appeal of the 
Ethiopian people to those fifty-two nations. 

There is perhaps no precedent for a head of a state himself speak- 
ing in this Assembly. But there is certainly no precedent for a people 
being the victim of such wrongs and being threatened with abandon- 
ment to its aggressor. Nor has there ever before been an example of 
any government proceeding to the systematic extermination of a 
nation by barbarous means, in violation of the most solemn promises 
made to all the nations of the earth that there should be no resort to 
a war of conquest and that there should not be used against inno- 
cent human beings the terrible weapon of poison gas. It is to defend 
a people struggling for its age-old independence that the Head of 
the Ethiopian Empire has come to Geneva to fulfill this supreme 
duty, after having himself fought at the head of his armies. 

I pray Almighty God that He may spare nations the terrible suffer- 
ings that have just been inflicted on my people, and of which the 
chiefs who have accompanied me here have been the horrified 
witnesses. 

It is my duty to inform the governments assembled in Geneva, 
responsible as they are for the lives of millions of men, women and 
children, of the deadly peril which threatens them, by describing to 
them the fate which has been suffered by Ethiopia. 

It is not only upon warriors that the Italian government has made 
war. It has, above all, attacked populations far removed from hos- 
tilities, in order to terrorize and exterminate them. 

*The Negus began his speech with a few words in French, apologizing 


that he could not express himself in this language as he wished, and then 
continued in Amharic, the official language of Ethiopia. 
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At the outset, towards the end of 1935, Italian aircraft hurled 
tear-gas bombs upon my armies. They had but slight effect. The 
soldiers learned to scatter, waiting until the wind had rapidly dis- 
persed the poisonous gases. 

The Italian aircraft then resorted to mustard gas. Barrels of liquid 
were hurled upon armed groups. But this means too was ineffective; 
the liquid affected only a few soldiers, and the barrels upon the 
ground themselves gave warning of the danger to the troops and to 
the population. 

It was at the time when the operations for the encirclement of 
Makale were taking place that the Italian command, fearing a rout, 
applied the procedure which it is now my duty to denounce to 
the world. 

Sprayers were installed on board aircraft so that they could 
vaporize, over vast areas of territory, a fine, death-dealing rain. 
Groups of nine, fifteen, eighteen aircraft followed one another so 
that the fog issuing from them formed a continuous sheet. It was 
thus that, from the end of January, 1936, soldiers, women, children, 
cattle, rivers, lakes, and fields were constantly drenched with this 
deadly rain. In order to kill off systematically all living creatures, in 
order the more surely to poison waters and pastures, the Italian 
command made its aircraft pass over and over again. That was its 
chief method of warfare... . 

These fearful tactics succeeded. Men and animals succumbed. 
The deadly rain that fell from the aircraft made all those whom it 
touched fly shrieking with pain. All who drank the poisoned water 
or ate the infected food succumbed too, in dreadful suffering. In 
tens of thousands the victims of the Italian mustard gas fell. It was 
to denounce to the civilized world the tortures inflicted upon the 
Ethiopian people that I resolved to come to Geneva. None other than 
myself and my gallant companions in arms could bring the League 
of Nations undeniable proof. The appeals of my delegates to the 
League of Nations had remained unanswered; my delegates had not 
been eyewitnesses. That is why I decided to come myself to testify 
against the crime perpetrated against my people and to give Europe 
warning of the doom that awaits it if it bows before the accom- 
plished fact... . 

In October, 1935, the fifty-two nations who are listening to me 
to-day gave me an assurance that the aggressor would not triumph, 
that the resources of the Covenant would be implemented in order 
to insure the rule of law and the failure of violence. 

I ask the fifty-two nations not to forget to-day the policy upon 
which they embarked eight months ago, and on the faith of which I 
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directed the resistance of my people against the aggressor whom 
they had denounced to the world. 

Despite the inferiority of my weapons, the complete lack of air- 
craft, artillery, munitions and hospital services, my trust in the 
League was absolute. I thought it impossible that fifty-two nations, 
including the most powerful in the world, could be successfully held 
in check by a single aggressor. Relying on the faith due to treaties, I 
had made no preparation for war, and that is the case with a number 
of small countries in Europe. When the danger became more urgent, 
conscious of my responsibilities towards my people, I tried, during 
the first six months of 1935, to acquire armaments. Many govern- 
ments proclaimed an embargo to prevent my doing so, whereas the 
Italian government, through the Suez Canal, was given all facilities 
for transporting, without cessation and without protest, troops, arms 
and munitions. On October 3rd, 1935, Italian troops invaded my 
territory. Not until a few hours later did I decree a general mobiliza- 
tion. In my desire to maintain peace, I had, following the example of 
a great country in Europe on the eve of the great war, caused my 
troops to withdraw thirty kilometers back so as to remove any 
pretext of provocation. .. . 

The Ethiopian government never expected other governments to 
shed their soldiers’ blood to defend the Covenant when their own 
immediately personal interests were not at stake. Ethiopian warriors 
asked only for means to defend themselves. On many occasions I 
asked for financial assistance for the purchase of arms. That assist- 
ance was constantly denied me. What, then, in practice, is the mean- 
ing of Article 16 of the Covenant and of collective security? .. . 

Finally, statements have just been made in their respective Parlia- 
ments by the governments of certain powers, the most influential 
members of the League of Nations, that, since the aggressor has 
succeeded in occupying a large part of Ethiopian territory, they 
propose not to continue the application of any of the economic and 
financial measures decided upon against the Italian government. 

These are the circumstances in which, at the request of the Argen- 
tine government, the Assembly of the League of Nations meets to 
consider the situation created by Italian aggression. 

I assert that the issue before the Assembly to-day is a much wider 
one. It is not merely a question of a settlement in the matter of 
Italian aggression. It is a question of collective security; of the very 
existence of the League; of the trust placed by states in international 
treaties; of the value of promises made to small states that their 

integrity and their independence shall be respected and assured. It is 
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a choice between the principle of the equality of states and the im- 
position upon small powers of the bonds of vassalage. In a word, it 
is international morality that is at stake. Have treaty signatures a 
value only in so far as the signatory Powers have a personal, direct 
and immediate interest involved ? 

No subtle reasoning can change the nature of the problem or shift 
the grounds of the discussion. It is in all sincerity that I submit these 
considerations to the Assembly. At a time when my people is 
threatened with extermination, when the support of the League may 
avert the final blow, I may be allowed to speak with complete 
frankness, without reticence, in all directness, such as is demanded 
by the rule of equality between all states members of the League. 
Outside the Kingdom of God, there is not on this earth any nation 
that is higher than any other. If a strong government finds that it 
can, with impunity, destroy a weak people, then the hour has struck 
for that weak people to appeal to the League of Nations to give its 
judgment in all freedom. God and history will remember your 
judgment... . 

On behalf of the Ethiopian people, a member of the League of 
Nations, I ask the Assembly to take all measures proper to secure 
respect for the Covenant. I renew my protest against the violations of 
treaties of which the Ethiopian people is the victim. I declare before 
the whole world that the Emperor, the government and the people 
of Ethiopia will not bow before force, that they uphold their claims, 
that they will use all means in their power to insure the triumph of 
right and respect for the Covenant. 

I ask the fifty-two nations who have given the Ethiopian people a 
promise to help them in their resistance to the aggressor: What are 
they willing to do for Ethiopia? 

I ask the great powers, who have promised the guarantee of col- 
lective security to small states—those small states over whom hangs 
the threat that they may one day suffer the fate of Ethiopia: What 
measures do they intend to take? 

Representatives of the world, I have come to Geneva to discharge 
in your midst the most painful of the duties of the head of a state. 
What answer am I to take back to my people? 


Source: League of Nations, Official Journal, Special Supplement No. 151, 
22-25. 
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APPENDIX III 


REMARKS BY NORMAN H. DAVIS, CHAIRMAN OF THE 
UNITED STATES DELEGATION, UPON THE SIGNING 
OF THE LONDON NAVAL TREATY OF 
MARCH 25, 1936 


The delegates of the United States of America are glad to be able 
to sign today the.London Naval Treaty of 1936 and thus to assist 
in carrying forward certain fundamental principles of naval limita- 
tion which with good will on the part of all naval powers will serve 
to prevent a naval race after the expiration of the Washington and 
London Treaties at the end of this year. The instrument we are 
about to sign falls short of our best hopes in that it makes no 
provision for quantitative reduction and limitation. This the Amer- 
ican government and delegates deeply regret. If we bear in mind, 
however, the world situation when the Conference opened and the 
critical developments which have occurred during the course of 
those deliberations it becomes evident that we have accomplished 
far more than most if not all of us anticipated. 

It is a commonplace that armaments are a reflection of inter- 
national instability and distrust. We are at present going through 
days of profound economic, political and military disturbance. In the 
circumstances a drastic reduction of naval armaments was manifestly 
not to be expected. There was indeed some question whether a new 
naval treaty could be concluded at all or whether we might not be 
forced to revert to a situation in which there would be no limit for 
the size of ships as well as for the numbers. We have, nevertheless, 
through patient effort negotiated a new treaty which not only per- 
petuates much that was of value in the older treaties but which 
contains new or strengthened provisions of the greatest importance. 
These latter in some measure serve to set off the omission in the 
present treaty of some of the basic provisions of the Washington 
and London Treaties, notably that of limitation and reduction of total 
tonnages by categories or quantitative limitation. 

At the opening of the Conference, I stated that the government 
of the United States was in favor of a substantial measure of quan- 
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titative relative reduction in existing naval armaments. This prin- 
ciple of quantitative limitation was first proposed by the United 
States at the Washington Conference in 1921. Our attitude in this 
respect has not changed. We still believe that only by some method 
of limiting and reducing both numbers and types will it be possible 
to stabilize fleet relations sufficiently to exclude all competitive build- 
ing. Therefore, while we recognize that qualitative limitation is 
of value, we have not abandoned the hope of achieving in the future 
a quantitative limitation in navies, and in addition to the treaty we 
are today signing a supplementary protocol in which we register our 
desire to achieve further measures of reduction in any subsequent 
treaty. 

Prior to calling the present Conference, it was a well known fact 
that not only Japan but also other powers have objected to the 
rigidity in relative fleet levels which was a concomitant of the appli- 
cation of this principle in the Washington and London Treaties and 
which has become known as the ratio system. Naval treaties—like 
any form of international agreement—must to be effective in the 
long run command the voluntary support and consent of each 
participant. 

When the Japanese delegation decided to withdraw from the Con- 
ference because the other participants could not accept its proposals 
limitation of total tonnages by categories obviously became imprac- 
ticable. The remaining delegations had to decide whether all forms 
of limitation were thus ruled out; or whether other more flexible 
methods could be devised which might command the support of all 
the principal naval powers, or, failing this, could be applied even 
in the temporary absence of one or the other of these powers. The 
second course was chosen and the treaty we are about to sign proves 
that we acted wisely. While we have omitted certain features upon 
which general agreement was not possible at this time we have 
retained and added provisions which are of real importance to every 
naval power. I do not believe there is a single provision in this new 
treaty to which any naval power cannot agree, and it is hoped that all 
the other Washington Treaty powers which are not signing this 
treaty today will later adhere. 

As a result of the elimination of quantitative limitation as estab- 
lished in the Washington and London Treaties, more prominence is 
given in the new treaty to a restriction in the size and gun caliber of 
different classes of naval vessels. Naval races may result either from 
a competition in quantity or a competition in size of individual 
ships. A competition in size or new types may become as dangerous 
and, as some believe, even more dangerous than competition in 
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numbers because of the greater element of surprise involved and 
the consequent arousing of mutual fear and suspicion. The building 
of new types which may render obsolete other existing types would 
be a most expensive form of competition. 

The new treaty as stated retains qualitative limitation and we have 
been able to agree upon reductions in some of the limits heretofore 
fixed for certain categories. Notably we have agreed that the calibre 
of guns on capital ships shall be reduced from 16 to 14 inches, 
provided that all the principal naval powers enter into an agreement 
to this effect before the treaty comes into force. We have also agreed 
to reduce the maximum tonnage of aircraft carriers from 27,000 to 
23,000 tons and in addition we have increased the age limit of 
battleships from 20 to 26 years. 

The treaty also contains numerous provisions which will aid in 
avoiding unnecessary and disturbing naval construction. Foremost 
among these are the provisions which for the first time introduce the 
principle of advance notification of building programs combined 
with a rigid and detailed system of exchange of information. 

We have undertaken to keep each other informed not only of 
our current construction in navies but also of our projected con- 
struction. We undertake to notify each other of all vessels which we 
contemplate laying down. Anyone who thinks for a moment will 
recognize the manifest advantages of such an undertaking. Dread of 
the unknown has been a seriously disturbing factor in international 
relations. The fear of what your neighbor is about to do causes 
distrust and suspicion which may in turn lead to a competitive in- 
crease in armaments. We hope to eliminate this fear in respect of 
naval armaments by telling each other frankly and honestly in 
advance of our intentions. We believe that such an act will tend so 
to regulate the rapidity and development of the construction of one 
nation that it cannot be regarded as a menace to others. 

In the interest of securing agreement and as an earnest of its 
desire to limit naval construction whenever and wherever conditions 
make it possible the United States has consented to a building holi- 
day for six years in 10,000-ton cruisers. 

This holiday was agreed to on the understanding that there shall 
be no excessive increase during this period in smaller cruisers and it 
is hoped that during the life of the treaty there will be no unfore- 
seen or abnormal building which might vitiate the spirit of the 
holiday and thus give all the powers the right to terminate it after 
due notice and consultation as provided for in the treaty. 

While other powers have advocated reduction in the size of capital 
ships the United States has not felt justified in the light of its 
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present experience and needs for national security in agreeing to 
any reduction in the 35,000-ton limit fixed by the Washington and 
London Treaties. We are most desirous of reducing if possible the 
tonnage and thus the cost of battleships in so far as this may be 
consistent with our national needs. It has, however, been more than 
fifteen years since the United States has built and completed a battle- 
ship. Until we have had the experience of building one or more of 
such modern ships we cannot tell to what extent if any the unit 
tonnage of such ships can be safely reduced. We have, nevertheless, 
willingly agreed to reopen this question when we have had the 
experience in new construction and design to enable us to determine 
if any reduction can be made in the limits now fixed without a 
sacrifice of essential characteristics. 

The six-year holiday in the building of capital ships established 
by the London Treaty has for obvious reasons not been perpetuated. 
Further deferment in the replacement of battleships, many of which 
are reaching the stage of obsolescence rendering them valueless to 
fulfill their functions as the backbone of naval defense could not be 
justified. So long as nations require to be armed they must in the 
interests of national security insist upon armament adequate to 
their needs. 

Whether qualitative without quantitative limitation can in the 
long run prove sufficient to prevent naval competition is a matter 
which only the future can determine. A drastic reduction in unit 
sizes will not bring about disarmament if numbers are correspond- 
ingly increased. It will depend largely on the good will of the naval 
powers in adhering to the letter and spirit of the new treaty whether 
or not the restored freedom as to numbers will be abused by exces- 
sive building which destroys stability and upsets the equilibrium of 
security. 

The structure of naval limitation by agreement built up by the 
Washington and London Treaties was badly damaged when it was 
found impossible to carry on these treaties. The treaty which we are 
about to sign lays the foundation of a new structure. It will go far 
to maintain friendship and understanding between the naval powers. 
It will serve as a bridge to future treaties of more far-reaching scope 


and the structure of international understanding will have been 
preserved. 


Source: Department of State Press Release, March 24, 1936. 
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APPENDIX IV 


(2) STATEMENT OF FOREIGN MINISTER ARITA OF JAPAN 
ON POLICY TOWARD CHINA, September 28, 1936 


Since assuming the office of Minister for Foreign Affairs, I have 
been endeavoring to adjust the relations between Japan and China 
as a prerequisite to stability in East Asia. Unfortunately, however, 
our endeavors have yielded no tangible result. On the contrary, 
various questions have been left unsettled, and these have created a 
gloomy atmosphere in the relations of our two countries. It so hap- 
pened that, at Chengtu on August 24th last, two Japanese were 
ruthlessly slaughtered, and two other Japanese were very seriously 
injured by a lawless Chinese mob. The negotiations on this affair 
had scarcely commenced at Nanking when a succession of untoward 
occurrences came to pass at Pakhoi, Swatow, Hankow and Shanghai, 
the victims being Japanese soldiers, officials and residents. 

The Chinese authorities have, on more than one occasion in the 
past, issued statements or made pledges, undertaking to control the 
anti-Japanese agitation in China, but these undertakings have been 
without avail. In fact, Japanese in China have repeatedly suffered 
outrages of unspeakable violence at the hands of Chinese agitators— 
more than a dozen cases of this nature, to count the principal ones 
only, occurring in the short space of the last ten months. Thus the 
lives and property of the many Japanese in China are gravely 
threatened, and a feeling of profound unrest is naturally prevalent 
among them. 

All these unfortunate incidents may rightly be said to be the 
logical consequences of the anti-Japanese education, anti-Japanese 
instigation and other forms of anti-Japanese policy practised for 
many years, for which the Nationalist government and the Kuomin- 
tang cannot evade their responsibility. Even if some of the incidents 
may, as is maintained on the Chinese side, be possibly attributable to 
Communist attempts to alienate Japan and China, they should not be 
settled in the same manner as ordinary cases of murder and of assault 
and battery are disposed of in China. The mere settlement of the 
incidents themselves is not enough. A decisive step forward should 
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be taken to strike at the root of the trouble in order to prevent the 
recurrence of any such incidents. On the other hand, China should 
carry out an effective control of anti-Japanese agitations. In this 
connection, let it be remembered that no number of edicts exhorting 
friendship with Japan serves any useful purpose, as is evidenced by 
the existing state of affairs. On the other hand, more constructive 
efforts should be made drastically to improve the relations between 
Japan and China, eradicating once for all the fundamental cause of 
the anti-Japanese trouble. And, if necessary, consideration also has 
to be given to measures to meet the Communist menace. 

In the spirit of what I have just said, the Japanese government are 
conducting negotiations with the Nanking government with respect 
to settlement of the respective incidents and to adjustments of the 
relations between Japan and China. The negotiations, however, are 
making no appreciable progress, and in the meantime fresh inci- 
dents of the same unfortunate character are cropping up. 

It is the sincere desire of Japan that a settlement may, as far as 
possible, be peaceably reached through diplomatic negotiations, and 
that the stability of East Asia may be genuinely assured. However, 
as you are aware, opinion is steadily gaining ground among the 
Japanese public and among the Japanese in China that any further 
negotiations with China are useless. Should the negotiations be so 
terminated, the lives and property of the large Japanese population 
in China could not, of course, be left exposed to any further danger. 
It will, therefore, be necessary to consider the steps to be taken in 
case of that eventuality. 

The outcome of the present negotiations can be in one of two 
ways only: Japanese-Chinese relations will be either very much 
better or very much worse. In the existing situation they shall not be 
permitted to drift in the ambiguous state of affairs as has been pre- 
vailing in the past. China is now at the momentous crossroads, to 
decide whether or not to shake hands with Japan. I very earnestly 
hope that China will grasp our hand in friendly response, whatever 
difficulties she may have to surmount. 


Source: The Consulate General of Japan, New York. 


(6) STATEMENT OF SECRETARY HULL WITH REGARD 
TO THE “AUTONOMY MOVEMENT” IN CHINA 
December 6, 1935 


There is going on in and with regard to North China a political 
struggle which is unusual in character and which may have far- 
reaching effects. The persons mentioned in reports of it are many; 
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the action is rapid and covers a large area; opinions with regard to 
it vary; what may come of it no one could safely undertake to say; 
but, whatever the origin, whoever the agents, be what they may the 
methods, the fact stands out that an effort is being made—and is 
being resisted—to bring about a substantial change in the political 
status and condition of several of China’s northern provinces. 

Unusual developments in any part of China are rightfully and 
necessarily of concern not alone to the government and people of 
China but to all of the many powers which have interests in China. 
For, in relations with China and in China, the treaty rights and the 
treaty obligations of the “treaty powers” are in general identical. 
The United States is one of those powers. 

In the area under reference the interests of the United States are 
similar to those of other powers. In that area there are located, and 
our rights and obligations appertain to, a considerable number of 
American nationals, some American property, and substantial Amer- 
ican commercial and cultural activities. The American government 
is therefore closely observing what is happening there. 

Political disturbances and pressures give rise to uncertainty and 
misgiving and tend to produce economic and social dislocations. 
They make difficult the enjoyment of treaty rights and the fulfill- 
ment of treaty obligations. 

The views of the American government with regard to such mat- 
ters, not alone in relation to China but in relation to the whole 
world, are well known. As I have stated on many occasions, it seems 
to this government most important in this period of world-wide 
political unrest and economic instability that governments and 
peoples keep faith in principles and pledges. In international rela- 
tions there must be agreements and respect for agreements in order 
that there may be the confidence and stability and sense of security 
which are essential to orderly life and progress. This country has 
abiding faith in the fundamental principles of its traditional policy. 
This government adheres to the provisions of the treaties to which it 
is a party and continues to bespeak respect by all nations for the 
provisions of treaties solemnly entered into for the purpose of facili- 
tating and regulating, to reciprocal and common advantage, the 
contacts between and among the countries signatory. 


Source: Department of State Press Release, December 7, 1935. 
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APPENDIX V 
(4) THE BRITISH MUNITIONS INVESTIGATION 


On February 19, 1935, about ten months after the Senate Muni- 
tions Investigating Committee began its work in the United States, 
the British government responded to popular demand and created a 
Royal Commission on the Private Manufacture of and Trading in 
Arms. Interest in the munitions traffic had been keen in Great 
Britain for a number of years. It received a fresh stimulus when the 
Senate committee in the United States began to publish evidence in 
which the names of British firms frequently appeared. The British 
commission, unlike the Senate committee, consisted of non-office 
holders. Its terms of reference were like those of the American inves- 
tigators in two respects only: it was instructed to consider and report 
upon the desirability of converting the munitions industry into a 
government monopoly, and to inquire into the adequacy of existing 
legislation for the control of the export trade in arms and munitions. 
Unlike the American committee, it had no authority to subpoena 
witnesses and call for papers and hence could not examine deeply 
into the nature of the organizations engaged in the munitions 
business, or into their sales methods and other pertinent details of 
the foreign and domestic trade. 

The commission held twenty-two public sessions and took testi- 
mony from representatives of the Foreign Office, the War Office, the 
Admiralty, the Air Ministry, the Board of Trade, and from repre- 
sentatives of peace societies, liberal political organizations, munitions 
firms, airplane manufacturers, and citizens not affiliated with any 
organization. Since it had no power to undertake a detailed investiga- 
tion of evils ascribed to the munitions traffic, only a few instances 
of alleged abuses were incidentally brought to its attention. It was 
dependent for information on the initiative of its voluntary wit- 
nesses. The testimony consisted mainly of arguments for and against 
the continuance of the private munitions business; and the argu- 
ments against it, as the commission stated, were “purely speculative 
in character and unsupported by evidence.” But under the prescribed 
procedure, evidence of actual evils was difficult to obtain, and it was 
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virtually impossible for the advocates of nationalization to present 
anything more than a speculative case. 

Under these circumstances the commission’s conclusions and 
recommendations could hardly be other than conservative. It re- 
ported that the evils incident to the private traffic in arms could be 
eliminated most effectively by an international agreement for the 
limitation of armaments, but it admitted that such a solution was 
“likely to be impracticable” in the disturbed state of the world. It 
believed that nationalization of the industry in Great Britain might 
be practicable, but that under existing conditions it would not be 
desirable. In place of nationalization and disarmament, the commis- 
sion recommended the limitation of the profits of munitions com- 
panies in time of peace to a “reasonable scale of remuneration, 
destined not only to prevent excess profits, but to satisfy the public 
that they do so.” It did not suggest how this result was to be 
achieved, since the task was ‘‘one fraught with technical difficulty.”+ 

As a further step toward the elimination of evils and abuses, the 
commission recommended the creation of a controlling body, pre- 
sided over by a Cabinet Minister responsible directly to Parliament, 
and the rigid regulation of arms exports, with export licenses re- 
stricted to reputable and duly authorized firms who would be per- 
mitted to make shipments only to foreign governments. 


(b) AIR RAID PRECAUTIONS HANDBOOKS ISSUED AND 
PROJECTED BY THE BRITISH GOVERNMENT, 1936 


No. 1. Personal Protection against Gas. 
A handbook primarily for members of air raid precautions 
services. 


No. 2. First Aid for Gas Casualties. 
A handbook designed primarily for services giving first 
aid to air raid casualties. 


No. 3. Medical Treatment of Gas Casualties. 
A handbook for hospitals, doctors and nurses. 


No. 4. Decontamination of Materials. 
Decontamination of streets, buildings and their contents, 
vehicles and plant. 


No. 5. Structural Precautions against Bombs and Gas. 
Structural protection against bombs and gas in buildings; 


* Royal Commission on the Private Manufacture of and Trading in Arms 
(1935-1936), Report. Cmd. 5292. 
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air raid shelters, either separate or in buildings. This hand- 
book is designed for use by architects, builders and others 
directly responsible for the construction or maintenance 
of buildings. 


No. 6. Air Raid Precautions in Factories and Business Premises. 
A handbook designed primarily for the guidance of occu- 
piers of such premises. 


No. 7. Anti-Gas Precautions for Merchant Shipping. 
Includes certain recommendations to Port Authorities. 


A special Handbook was also prepared for Householders. 

In addition to these Handbooks, there was published a series of 
Air Raid Precautions Memoranda dealing with various aspects of the 
organization to be provided by local authorities for public air raid 
precautions services. 
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APPENDIX VI 


(2) THE NEUTRALITY ACT, APPROVED FEBRUARY 29, 
19361 


Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled, That section 1 of 
the joint resolution (Public Resolution No. 67, 74th Congress) 
approved August 31, 1935, be, and the same hereby is, amended by 
striking out in the first section, on the second line, after the word 
“assembled” the following words: ‘That upon the outbreak or 
during the progress of war between,” and inserting therefor the 
words: “Whenever the President shall find that there exists a state 
of war between”; and by striking out the word “may” after the 
word “President’”’ and before the word “from’’ in the twelfth line, 
and inserting in lieu therefor the word “‘shall’” ; and by substituting 
for the last paragraph of said section the following paragraph: ‘‘ex- 
cept with respect to offenses committed, or forfeitures incurred prior 
to May 1, 1937, this section and all proclamations issued thereunder 
shall not be effective after May 1, 1937.” 

Sec. 2. There are hereby added to said joint resolution two new 
sections, to be known as sections 1a and 1b, reading as follows: 

“Sec. 1a. Whenever the President shall have issued his proclama- 
tion as provided for in section 1 of this act, it shall thereafter during 
the period of the war be unlawful for any person within the United 
States to purchase, sell, or exchange bonds, securities, or other obli- 
gations of the government of any belligerent country, or of any 
political subdivision thereof, or of any person acting for or on behalf 
of such government, issued after the date of such proclamation, or 
to make any loan or extend any credit to any such government or 
person: Provided, That if the President shall find that such action 
will serve to protect the commercial or other interests of the United 
States or its nationals, he may, in his discretion, and to such extent 
and under such regulation as he may prescribe, except from the 
operation of this section ordinary commercial credits and short-time 


‘House Joint Resolution 491 (Public Resolution, No. 74, Seventy-fourth 
Congress, Second Session). 
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obligations in aid of legal transactions and of a character customarily 
used in normal peace-time commercial transactions. 

“The provisions of this section shall not apply to a renewal or 
adjustment of such indebtedness as may exist on the date of the 
President’s proclamation. 

“Whoever shall violate the provisions of this section or of any 
regulations issued hereunder shall, upon conviction thereof, be fined 
not more than $50,000 or imprisoned for not more than 5 years, 
or both. Should the violation be by a corporation, organization, or 
association, each officer or agent thereof participating in the viola- 
tion may be liable to the penalty herein prescribed. 

“When the President shall have revoked his proclamation as pro- 
vided for in section 1 of this Act, the provisions of this section and 
of any regulations issued by the President hereunder shall thereupon 
cease to apply. 

“Sec. tb. This Act shall not apply to an American republic or 
republics engaged in war against a non-American state or states, 
provided the American republic is not codperating with a non- 
American state or states in such war.” 

Sec. 3. Section 9 of said joint resolution is amended to read as 
follows: 

“There is hereby authorized to be appropriated from time to time, 
out of any money in the Treasury not otherwise appropriated, such 
amounts as may be necessary to carry out the provisions and accom- 
plish the purposes of this act.” 


(4) DECISION OF THE UNITED STATES SUPREME COURT 
ON THE CHACO ARMS EMBARGO 


The United States of America, 


Appellant, 
v5. Appeal from the District Court 
Curtiss-Wright Export Corpora- of the United States for the 
tion, Curtiss Aeroplane & Southern District of New 


Motor Company, Inc., and York. 
Barr Shipping Corporation 
et al. 





{December 21, 1936.] 


Mr. Justice SUTHERLAND delivered the opinion of the Court. 

On January 27, 1936, an indictment was returned in the court 
below, the first count of which charges that appellees, beginning 
with the 29th day of May, 1934, conspired to sell in the United 
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States certain arms of war, namely fifteen machine guns, to Bolivia, 
a country then engaged in armed conflict in the Chaco, in violation 
of the Joint Resolution of Congress approved May 28, 1934, and 
the provisions of a proclamation issued on the same day by the 
President of the United States pursuant to authority conferred by § 1 
of the resolution. In pursuance of the conspiracy, the commission of 
certain overt acts was alleged, details of which need not be stated. 
The Joint Resolution (c. 365, 48 Stat. 811) follows: 

“Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled, That if the Presi- 
dent finds that the prohibition of the sale of arms and munitions of 
war in the United States to those countries now engaged in armed 
conflict in the Chaco may contribute to the re-establishment of peace 
between those countries, and if after consultation with the govern- 
ments of other American Republics and with their codperation, as 
well as that of such other governments as he may deem necessary, 
he makes proclamation to that effect, it shall be unlawful to sell, 
except under such limitations and exceptions as the President pre- 
scribes, any arms or munitions of war in any place in the United 
States to the countries now engaged in that armed conflict, or to any 
person, company, or association acting in the interest of either 
country, until otherwise ordered by the President or by Congress. 

“Sec. 2. Whoever sells any arms or munitions of war in violation 
of section 1 shall, on conviction, be punished by a fine not a 
$10,000 or by imprisonment not exceeding two years, or both.” 

. It is contended that by the Joint Resolution, the going 
into effect and continued operation of the resolution was conditioned 
(a) upon the President's judgment as to its beneficial effect upon 
the re-establishment of peace between the countries engaged in armed 
conflict in the Chaco; (b) upon the making of a proclamation, which 
was left to his unfettered discretion, thus constituting an attempted 
substitution of the President's will for that of Congress; (c) upon 
the making of a proclamation putting an end to the operation of the 
resolution, which again was left to the President’s unfettered discre- 
tion; and (d) further, that the extent oi its operation in particular 
cases was subject to limitation and exception by the President, con- 
trolled by no standard. In each of these particulars, appellees urge 
that Congress abdicated its essential functions and delegated them 
to the Executive. 

Whether, if the Joint Resolution had related solely to internal 
affairs it would be open to the challenge that it constituted an un- 
lawful delegation of legislative power to the Executive, we find it 
unnecessary to determine. The whole aim of the resolution is to 
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affect a situation entirely external to the United States, and falling 
within the category of foreign affairs. . 

The two classes of powers are different, both in respect of their 
origin and their nature. The broad statement that the federal govern- 
ment can exercise no powers except those specifically enumerated in 
the Constitution, and such implied powers as are necessary and 
proper to carry into effect the enumerated powers, is categorically 
true only in respect of our internal affairs. In that field, the primary 
purpose of the Constitution was to carve from the general mass of 
legislative powers then possessed by the states such portions as it was 
thought desirable to vest in the federal government, leaving those 
not included in the enumeration still in the states. Carter v. Carter 
Coal Co., 298 U. S. 238, 294. That this doctrine applies only to 
powers which the states had, is self evident. And since the states 
severally never possessed international powers, such powers could 
not have been carved from the mass of state powers but obviously 
were transmitted to the United States from some other source. 
During the colonial period, those powers were possessed exclusively 
by and were entirely under the control of the Crown. By the 
Declaration of Independence, “the Representatives of the United 
States of America’ declared the United [not the several} Colonies 
to be free and independent states, and as such to have ‘‘full Power to 
levy War, conclude Peace, contract Alliances, establish Commerce 
and to do all other Acts and Things which Independent States may 
of right do.” ... 

Not only, as we have shown, is the federal power over external 
affairs in origin and essential character different from that over 
internal affairs, but participation in the exercise of the power is 
significantly limited. In this vast external realm, with its important, 
complicated, delicate and manifold problems, the President alone has 
the power to speak or listen as a representative of the nation. He 
makes treaties with the advice and consent of the Senate; but he 
alone negotiates. Into the field of negotiation the Senate cannot 
intrude; and Congress itself is powerless to invade it. . . . 

It is important to bear in mind that we are here dealing not alone 
with an authority vested in the President by an exertion of legisla- 
tive power, but with such an authority plus the very delicate, plenary 
and exclusive power of the President as the sole organ of the federal 
government in the field of international relations—a power which 
does not require as a basis for its exercise an act of Congress, but 
which, of course, like every other governmental power, must be 
exercised in subordination to the applicable provisions of the Con- 
stitution. It is quite apparent that if, in the maintenance of our 
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international relations, embarrassment—perhaps serious embarrass- 
ment—is to be avoided and success for our aims achieved, congres- 
sional legislation which is to be made effective through negotiation 
and inquiry within the international field must often accord to the 
President a degree of discretion and freedom from statutory restric- 
tion which would not be admissible were domestic affairs alone 
involved. Moreover, he, not Congress, has the better opportunity 
of knowing the conditions which prevail in foreign countries, and 
especially is this true in time of war. He has his confidential sources 
of information. He has his agents in the form of diplomatic, consular 
and other officials. Secrecy in respect of information gathered by 
them may be highly necessary, and the premature disclosure of it 
productive of harmful results. Indeed, so clearly is this true that 
the first President refused to accede to a request to lay before the 
House of Representatives the instructions, correspondence and docu- 
ments relating to the negotiation of the Jay Treaty—a refusal the 
wisdom of which was recognized by the House itself and has never 
since been doubted. . . . 

We deem it unnecessary to consider, seriatim, the several clauses 
which are said to evidence the unconstitutionality of the Joint Reso- 
lution as involving an unlawful delegation of legislative power. It is 
enough to summarize by saying that, both upon principle and in 
accordance with precedent, we conclude there is sufficient warrant 
for the broad discretion vested in the President to determine whether 
the enforcement of the statute will have a beneficial effect upon the 
reestablishment of peace in the affected countries; whether he shall 
make proclamation to bring the resolution into operation; whether 
and when the resolution shall cease to operate and to make proclama- 
tion accordingly ; and to prescribe limitations and exceptions to which 
the enforcement of the resolution shall be subject. . . . 
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APPENDIX VII 


PASSAGES FROM DEMOCRATIC AND REPUBLICAN PLAT- 
FORMS DEALING WITH FOREIGN POLICY, 
CURRENCY AND TRADE 


DEMOCRATIC PLATFORM, ADOPTED JUNE 25, 1936 
Foreign Policy 


In our relationship with other nations this government will con- 
tinue to extend the policy of good neighbor. We reaffirm our opposi- 
tion to war as an instrument of national policy, and declare that 
disputes between nations should be settled by peaceful means. We 
shall continue to observe a true neutrality in the disputes of others; 
to be prepared resolutely to resist aggression against ourselves; to 
work for peace and to take the profits out of war; to guard against 
being drawn, by political commitments, international banking or 
private trading, into any war which may develop anywhere. 

We shall continue to foster the increase in our foreign trade which 
has been achieved by this Administration; to seek by mutual agree- 
ment the lowering of those tariff barriers, quotas and embargoes 
which have been raised against our exports of agricultural and 
industrial products; but continue as in the past to give adequate 
protection to our farmers and manufacturers against unfair competi- 
tion or the dumping on our shores of commodities and goods pro- 
duced abroad by cheap labor or subsidized by foreign governments. 


REPUBLICAN PLATFORM, ADOPTED JUNE II, 1936 
Foreign Affairs 

We pledge ourselves to promote and maintain peace by all 
honorable means not leading to foreign alliances or political com- 
mitments. 

Obedient to the traditional foreign policy of America and to the 
repeatedly expressed will of the American people, we pledge that 
America shall not become a member of the League of Nations nor 


the World Court, nor shall America take on any entangling alliances 
in foreign affairs. 
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We shall promote, as the best means of securing and maintaining 
peace by the pacific settlement of disputes, the great cause of inter- 
national arbitration through the establishment of free, independent 
tribunals, which shall determine such disputes in accordance with 
law, equity and justice. 


Furthermore 


We shall use every effort to collect the war debt due us from 
foreign countries, amounting to $12,000,000,000; one-third of our 
national debt. No effort has been made by the present Administra- 
tion even to reopen negotiations. 


Money and Banking 


We will codperate with other countries toward stabilization of 
currencies as soon as we can do so with due regard for our national 
interests and as soon as other nations have sufficient stability to 
justify such action. 


Tariff 


Nearly 60 per cent of all imports into the United States are now 
free of duty. The other 40 per cent of imports compete directly with 
the product of our industry. We would keep on the free list all 
products not grown or produced in the United States in commercial 
quantities. 

As to all commodities that commercially compete with our farms, 
our forests, our mines, our fisheries, our oil wells, our labor and our 
industries, sufficient protection should be maintained at all times to 
defend the American farmer and the American wage-earner from 
the destructive competition emanating from the subsidies of foreign 
governments and the imports from low-wage and depreciated-cur- 
rency countries. 

We will repeal the present Reciprocal Trade Agreements Law. It 
is futile and dangerous. Its effect on agriculture and industry has 
been destructive. Its continuation would work to the detriment of 
the wage-earner and the farmer. 

We will restore the principle of the flexible tariff in order to 
meet changing economic conditions here and abroad and broaden by 
careful definition the powers of the Tariff Commission in order to 
extend this policy along non-partisan lines. 

We will adjust tariffs with a view to promoting international trade, 
the stabilization of currencies and the attainment of a proper balance 
between agriculture and industry. 

We condemn the secret negotiation of reciprocal trade treaties 
without public hearing or legislative approval. 
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Agriculture 
We propose . . . to furnish government assistance in disposing 
of surpluses in foreign trade by bargaining for foreign markets 
selectively by countries both as to exports and imports. We strenu- 
ously oppose so-called reciprocal treaties which trade off the Amer- 
ican farmer. 


Source: New York Times, June 12, 26, 1936. 
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APPENDIX VIII 


(24) TRADE AGREEMENTS CONCLUDED UNDER ACT OF 
JUNE 12, 1934 








y 
Country Date signed | Date effective 
REP ETeTe Tree eer TTS Aug. 24, 1934 | Sept. 3, 1934 
Be iii pdbiadeneehannne Feb. 2, 1935 | Jan. 1, 1936 
gh err ere Feb. 27, 1935 | May 1, 1935 
i Ee er Mar. 25, 1935 | June 3, 1935 
i NS Sica dike acne nvuaeen May 25, 1935 | Aug. 5, 1935 
7 I 5 kik :9:9.040.0% Meal Sept. 13, 1935 | May 20, 1936 
ie vecexctenakaaaoie Nov. 15, 1935 | Jan. 1, 1936 
NN Grid 5s 606k salsa een Dec. 18, 1935 | Mar. 2, 1936 
Kingdom of the Netherlands 
; (Netherlands in Europe, Neth- 
erland India, Surinam, and 
See Dec. 20, 1935 | Feb. 1, 1936 
. ee en Jan. 9, 1936 | Feb. 15, 1936 
| I 5 sds wn pi iGL aeseilisn Mar. 11, 1936 | Oct. 1, 1936 
Cpemmemeie. ... 2.2... 


France and its colonies, depend- 
encies, and protectorates other 


Apr. 24, 1936 


June 15, 1936 


then Borocco............>. May 6, 1936 | June 15, 1936 
if rere: cen May 18, 1936 | Nov. 2, 1936 
\ Costa Rica 1 





Nov. 28, 1936 








The United States government had also given formal notice at the 
end of 1936 of its intention to negotiate trade agreements with El 


Salvador, Spain and Italy. An agreement with El Salvador was signed 
on February 19, 1937. 


) * Not effective until 1937. 
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Source: League of Nations, Review of World Trade, 1934, 11; 1935, 10; 
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(4) WORLD TRADE, 1929-1935 
In terms of old U.S.A. gold parity. 


(1929 = 100) 


Year Imports Exports Total 
| TPCT CECT OTC oe 100 100 100 
ees abteieharaes vies 82 80 81 
Eee ere ere ere 59 57 58 
ESE PRCA bate wne éxnin ait 39 39 39 
CCTs neces ws twine ees 35 36 35 
NA Ok endear neds ene 34 34 34 
DES iaaW henddawaehseaec 34 35 35 
Te a 37 38 38 
Wortp Trape sy Monts, 1935-1936! 
Year Imports Exports 
1935 
he faker sexs tea wane kak 33-9 33.6 
EEN seg i sia vhwn ween een 31.6 31.8 
a tab ein seNktesetaavanns 33.8 34.6 
CEOs yeivasnaneekweaeease 33.2 32.8 
Ras cakihbeesee weenemee 35-1 34.8 
Gedy as Vanek Ny sounwane 32.1 33.0 
Ee ee res 34.0 34.1 
MEM AM DC ickNavewx de ce ange 33-5 34.1 
TNL sig hbistskvesenedens 32.6 35.6 
bene Ni nscelpes seudueens 37-3 40.1 
EPG Nt baC akin eusause 36.7 41.1 
TURE RU Lent cxensanenkweend 37-5 39.0 
1936 
eat cit abuerdadsewseense 36.6 35.6 
AER vinsb dn vnaknan ewes 34.2 35-4 
a ak nied oy x ncalnek 36.5 37-7 
Rei akin kinin Aas acne om 36.1 35-3 
ee ee 36.2 36.8 
EM ack bapinisca Vein cnaece x 36.0 35.1 
pee ae 36.5 37.6 
NEE Ae eee 36.0 37-3 
ee re nee 38.1 40.1 
Ey ae er ere 38.8 42.0 
ae ee ee 38.9 41.4 


Monthly Bulletin of Statistics. 
1 Excluding Spain and Italy. 
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APPENDIX IX 


(2) MONETARY AGREEMENT BY GOVERNMENTS OF 
UNITED STATES, FRANCE AND GREAT BRITAIN 


STATEMENT BY THE SECRETARY OF THE TREASURY, 
SEPTEMBER 25, 1936. 


1. The government of the United States, after consultation with 
the British government and the French government, joins with them 
in afirming a common desire to foster those conditions which safe- 
guard peace and will best contribute to the restoration of order in 
international economic relations and to pursue a policy which will 
tend to promote prosperity in the world and to improve the standard 
of living of peoples. 

2. The government of the United States must, of course, in its 
policy toward international monetary relations take into full account 
the requirements of internal prosperity, as corresponding considera- 
tions will be taken into account by the governments of France and 
Great Britain; it welcomes this opportunity to reaffirm its purpose to 
continue the policy which it has pursued in the course of recent years, 
one constant object of which is to maintain the greatest possible 
equilibrium in the system of international exchange and to avoid to 
the utmost extent the creation of any disturbance of that system by 
American monetary action. 

The government of the United States shares with the governments 
of France and Great Britain the conviction that the continuation of 
this twofold policy will serve the general purpose which all the 
governments should pursue. 

3. The French government informs the United States govern- 
ment that, judging that the desired stability of the principal cur- 
rencies cannot be insured on a solid basis except after the reéstablish- 
ment of a lasting equilibrium between the various economic systems, 
it has decided with this object to propose to its Parliament the 
readjustment of its currency. The government of the United States, 
as also the British government, has welcomed this decision in the 
hope that it will establish more solid foundations for the stability of 
international economic relations. The United States government, as 
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also the British and French governments, declares its intention to 
continue to use appropriate available resources so as to avoid as far 
as possible any disturbance of the basis of international exchange 
resulting from the proposed readjustment. It will arrange for such 
consultation for this purpose as may prove necessary with the other 
two governments and their authorized agencies. 

4. The government of the United States is moreover convinced, as 
are also the governments of France and Great Britain, that the 
success of the policy set forth above is linked with the development 
of international trade. In particular it attaches the greatest impor- 
tance to action being taken without delay to relax progressively the 
present system of quotas and exchange controls with a view to 
their abolition. 

5. The government of the United States, in common with the 
governments of France and Great Britain, desires and invites the 
codperation of the other nations to realize the policy laid down in 
the present declaration. It trusts that no country will attempt to 
obtain an unreasonable competitive exchange advantage and thereby 
hamper the effort to restore more stable economic relations which it 
is the aim of the three governments to promote. 

[The British statement was identical with the foregoing, except 
for the rephrasing necessary to indicate its source.] 

Source: Department of Treasury Press Release, September 25, 1936. 
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(4) UNITED STATES NET MONTHLY GOLD MOVEMENTS, 
1935-1936 
(In millions of dollars) 
Net exports are designated with a minus sign; all other figures 
represent net imports. 
Total Imports To or from Other 
or Exports England France Countries 
149.4 49.2 
122.8 ‘ , 13.6 
13.0 3.3 
148.6 , 114.6 
140.0 , 14.2 


230.4 
16.2 


46.0 


35.2 
16.2 


46.0 


156.7 79.2 
315.3 : 48.4 
210.6 
190.0 














*Less than $100,000. 


Source: Federal Reserve Bulletin. 
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(c) GOLD RESERVES OF CENTRAL BANKS 


(In millions of dollars) 


Year United States 
1935 

GE ietwenes Cees eweneveas’ 8,391 
EE eae eee eee 8,527 
Ee eee ee 8,567 
EE Tee eter ee Tree 8,710 
SS ee wekraiewiiews ss aneines 8,858 
iene 6 Givens a's 5:04 0:09:55 9,116 
Sere ee eer ee eee eye 9.144 
eS errr er 9,203 
ier < hebakiiengnesdiesne eh 9,368 
rer eee eee 9,693 
ech CWhrs kanes ekikewa» 9,920 
aks bend bak Kae 6A bane 10,125 
1936 

CL GhE SG dbahetesn«kareeacn 10,182 
Ee eed cand 's cais uuenaics 10,167 
ES reer ee 10,184 
ASG SSRs A ieee ere aeen ves 10,255 
DU vintiatesaees nes basen 10,402 
Ne ee CRKG DME eRe een es 10,608 
eee er er 10,648 
ee eee 10,716 
DA chav ahtsdvvaxwneenen 10,845 
ee eee 11,045 
S654 Nees eae Ks cnneee sXe 11,184 
eee 11,258 


Source: Federal Reserve Bulletin. 


England 


1,586 
1,586 
1,586 
1,587 
1,587 
1,588 
1,588 
1,593 
1,595 
1,604 
1,628 
1,648 


1,652 
1,653 
1,653 
1,670 
1,701 
1,782 
1,977 
2,017 
2,049 
2,049 
2,049 
2,584 


France 


52438 
52439 
52479 
52366 
4,759 
4,708 
4,726 
4,756 
4,770 
4,773 
4,388 
4,395 


4,324 
4,362 
4,348 
4,106 
3,781 
3,580 
3,643 
3,614 
3,322 
3,194 
3,194 
25995 


Tena 














’ Country 

; a es oe 
Belgium........ 
Czechoslovakia. . 


MER, osc ses 
Finland........ 





Lithuania...... 
ae 
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Cin millions of dollars) 





INDEBTEDNESS OF FOREIGN GOVERNMENTS TO THE 
4 UNITED STATES AS OF DECEMBER 15, 1936? 


Debt at Time Total Payments Unpaid Principal 








of Funding on Debt® 
24.6 x) 
417.8 §2.2 
117.9 20.1 
15.8 = 
9.0 4:7 
4,025.4 486.1 
4,604.1 2,024.8 
30.3 3.8 
1.9 ‘sg 
2,042.2 100.8 
5-8 8 
6.0 1.2 
178.6 22.6 
44.6 4.8 
62.9 2.6 
11,586.9 2,727.1 


Source: Data supplied by the United States Treasury Department. 


and Back Interest 


23.9 
432.0 
165.6 

19.6 
8.4 
4,081.2 
5,107.4 
33-4 
2.3 
2,017.0 
8.1 
Put 
244.8 
63.9 
61.6 


12,276.4 


* Does not include German indebtedness to the United States or unfunded 
; indebtedness of Armenia, Nicaragua and Russia. 
* Includes payments made on account of indebtedness prior to funding. 
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APPENDIX XI 


ADDRESS OF PRESIDENT ROOSEVELT BEFORE THE INTER- 
AMERICAN CONFERENCE FOR THE MAINTENANCE 
OF PEACE AT BUENOS AIRES, DECEMBER 1, 1936 


Members of the American family of nations: 

On the happy occasion of the convening of this conference I 
address you thus, because members of a family need no introduction 
or formalities when, in pursuance of excellent custom, they meet 
together for their common good. 

As a family we appreciate the hospitality of our host, President 
Justo, and the government and people of Argentina; and all of us 
are happy that to our friend Dr. Saavedra Lamas has come the well 
deserved award of the Nobel Prize for great service in the cause of 
world peace. 

Three years ago the American family met in nearby Montevideo, 
the great capital of the republic of Uruguay. They were dark days. 
A shattering depression, unparalleled in its intensity, held us to- 
gether with the rest of the world in its grasp. And on our own 
continent a tragic war was raging between two of our sister 
republics. 

Yet, at that conference there was born, not only hope for our 
common future, but a greater measure of mutual trust between the 
American democracies than had ever existed before. In this Western 
Hemisphere the night of fear has been dispelled. Many of the 
intolerable burdens of economic depression have been lightened 
and, due in no small part to our common efforts, every nation of 
this hemisphere is today at peace with its neighbors. 

This is no conference to form alliances, to divide the spoils of 
war, to partition countries, to deal with human beings as though 
they were the pawns in a game of chance. Our purpose, under happy 
auspices, is to assure the continuance of the blessing of peace. 

Three years ago, recognizing that a crisis was being thrust upon 
the New World, with splendid unanimity our twenty-one republics 
set an example to the whole world by proclaiming a new spirit, a 
new day in the affairs of this hemisphere. 
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While the succeeding period has justified in full measure all that 
was said and done at Montevideo, it has unfortunately emphasized 
the seriousness of the threat to peace among other nations. Events 
elsewhere have served only to strengthen our horror of war and all 
that war means. The men, women and children of the Americas 
know that warfare in this day and age means more than the mere 
clash of armies: they see the destruction of cities and of farms—they 
foresee that children and grand-children, if they survive, will stagger 
for long years not only under the burden of poverty, but also amid 
the threat of broken society and the destruction of constitutional 
government. 

I am profoundly convinced that the plain people everywhere in 
the civilized world today wish to live in peace one with another. And 
still leaders and governments resort to war. Truly, if the genius of 
mankind that has invented the weapons of death cannot discover the 
means of preserving peace, civilization as we know it lives in an 
evil day. 

But we cannot now, especially in view of our common purpose, 
accept any defeatist attitude. We have learned by hard experience 
that peace is not to be had for the mere asking; that peace, like other 
great privileges, can be obtained only by hard and painstaking effort. 
We are here to dedicate ourselves and our countries to that work. 

You who assemble today carry with you in your deliberations the 
hopes of millions of human beings in other less fortunate lands. 
Beyond the ocean we see continents rent asunder by old hatreds and 
new fanaticism. We hear the demand that injustice and inequality 
be corrected by resorting to the sword and not by resorting to reason 
and peaceful justice. We hear the cry that new markets can be 
achieved only through conquest. We read that the sanctity of treaties 
between nations is disregarded. 

We know, too, that vast armaments are rising on every side and 
that the work of creating them employs men and women by the 
millions. It is natural, however, for us to conclude that such em- 
ployment is false employment, that it builds no permanent structures 
and creates no consumers goods for the maintenance of a lasting 

prosperity. We know that nations guilty of these follies inevitably 
face the day either when their weapons of destruction must be used 
against their neighbors or when an unsound economy like a house 
of cards will fall apart. 

In either case, even though the Americas become involved in no 
war, we must suffer too. The madness of a great war in other parts 
of the world would affect us and threaten our good in a hundred 
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ways. And the economic collapse of any nation or nations must of 
necessity harm our own prosperity. 

Can we, the republics of the New World, help the Old World to 
avert the catastrophe which impends? Yes, I am confident that 
we can. 

First, it is our duty by every honorable means to prevent any 
future war among ourselves. This can best be done through the 
strengthening of the processes of constitutional democratic govern- 
ment—to make these processes conform to the modern need for 
unity and efficiency and, at the same time, preserve the individual 
liberties of our citizens. By so doing, the people of our nations, 
unlike the people of many nations who live under other forms of 
government, can and will insist on their intention to live in peace. 
Thus will democratic government be justified throughout the world. 

In the determination to live at peace among ourselves we in the 
Americas make it at the same time clear that we stand shoulder to 
shoulder in our final determinations that others who, driven by war 
madness or land hunger might seek to commit acts of aggression 
against us, will find a hemisphere wholly prepared to consult to- 
gether for our mutual safety and our mutual good. I repeat what I 
said in speaking before the Congress and the Supreme Court of 
Brazil, ‘Each one of us has learned the glories of independence. 
Let each one of us learn the glories of interdependence.” 

Secondly, and in addition to the perfecting of the mechanism of 
peace, we can strive even more strongly than in the past to prevent 
the creation of those conditions which give rise to war. Lack of 
social or political justice within the borders of any nation is always 
cause for concern. Through democratic processes we can strive to 
achieve for the Americas the highest possible standard of living 
conditions for all our people. Men and women blessed with political 
freedom, willing to work and able to find work, rich enough to 
maintain their families and to educate their children, contented with 
their lot in life and on terms of friendship with their neighbors, will 
defend themselves to the utmost but will never consent to take up 
arms for a war of conquest. 

Interwoven with these problems is the further self-evident fact 
that the welfare and prosperity of each of our nations depend in 
large part on the benefits derived from commerce among them- 
selves and with other nations, for our present civilization rests on 
the basis of an international exchange of commodities. Every nation 
of the world has felt the evil effects of recent efforts to erect trade 
barriers of every known kind. Every individual citizen has suffered 
from them. It is no accident that the nations which have carried 
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this process furthest are those which proclaim most loudly that 
they require war as an instrument of their policy. It is no accident 
that attempts to be self-sufficient have led to falling standards for 
their people and to ever-increasing loss of the democratic ideals in a 
mad race to pile armament on armament. It is no accident that 
because of these suicidal policies and the suffering attending them, 
many of their people have come to believe with despair that the 
price of war seems less than the price of peace. 

This state of affairs we must refuse to accept with every instinct 
of defense, with every exhortation of enthusiastic hope, with every 
use of mind and skill. 

I cannot refrain here from reiterating my gratification that in this, 
as in so many other achievements, the American republics have given 
a salutary example to the world. The resolution adopted at the Inter- 
American Conference at Montevideo endorsing the principles of 
liberal trade policies has shone forth like a beacon in the storm of 
economic madness which has been sweeping over the entire world 
during these later years. Truly, if the principles there embodied find 
still wider applications in your deliberations, it would be a notable 
contribution to the cause of peace. For my own part I have done all 
in my power to sustain the consistent efforts of my Secretary of State 
in negotiating agreements for reciprocal trade, and even though the 
individual results may seem small, the total of them is significant. 
These policies in recent weeks have received the approval of the 
people of the United States, and they have, I am sure, the sympathy 
of the other nations here assembled. 

There are many other causes for war—among them, long festering 
feuds, unsettled frontiers, territorial rivalries. But these sources of 
danger which still exist in the Americas, I am thankful to say, are 
not only few in number, but already on the way to peaceful adjudi- 
cation. While the settlement of such controversies may necessarily 
involve adjustments at home or in our relations with our neighbors 
which may appear to involve material sacrifice, let no man or 
woman forget that there is no profit in war. Sacrifices in the cause 
of peace are infinitely small compared with the holocaust of war. 

Peace comes from the spirit, and must be grounded in faith. In 
seeking peace, perhaps we can best begin by proudly affirming the 
faith of the Americas; the faith in freedom and its fulfillment 
which has proved a mighty fortress beyond reach of successful attack 
in half the world. 

That faith arises from a common hope and a common design 
given us by our fathers in differing form, but with a single aim— 
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freedom and security of the individual, which has become the foun- 
dation of our peace. 

If then, by making war in our midst impossible, and if within 
ourselves and among ourselves we can give greater freedom and ful- 
fillment to the individual lives of our citizens, the democratic form 
of representative government will have justified the high hopes of 
the liberating fathers. Democracy is still the hope of the world. If 
we in our generation can continue its successful applications in the 
Americas, it will spread and supersede other methods by which men 
are governed and which seem to most of us to run counter to our 
ideals of human liberty and human progress. 

Three centuries of history sowed the seeds which grew into our 
nations; the fourth century saw those nations become equal and free 
and brought us to a common system of constitutional government; 
the fifth century is giving to us a common meeting ground of 
mutual help and understanding. Our hemisphere has at last come of 
age. We are here assembled to show it united to the world. We took 
from our ancestors a great dream. We here offer it back as a great 
unified reality. 

Finally, in expressing our faith of the Western World, let us 
affirm: 

That we maintain and defend the Democratic form of constitu- 
tional representative government. 

That through such government we can more greatly provide a 
wider distribution of culture, of education, of thought and of free 
expression. 

That through it we can obtain a greater security of life for our 
citizens and a more equal opportunity for them to prosper. 

That through it we can best foster commerce and the exchange of 
art and science between nations; that through it we can avoid the 
rivalry of armament, avert hatred and encourage good will and true 
justice. 

That through it we offer hope for peace and a more abundant 
life to the peoples of the whole world. 

But this faith of the Western World will not be complete if we 
fail to affirm our faith in God. In the whole history of mankind, 
far back into the dim past before man knew how to record thoughts 
or events, the human race has been distinguished from other forms 
of life by the existence—the fact—of religion. Periodic attempts to 
deny God have always come and will always come to naught. 

In the constitutions and in the practice of our nations is the right 
of freedom of religion. But this ideal, these words presuppose a 
belief and a trust in God. 
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The faith of the Americas, therefore, lies in the spirit. The sys- 
| tem, the sisterhood of the Americas is impregnable so long as her 
in nations maintain that spirit. 


In that faith and spirit we will have peace over the Western 


m World. In that faith and spirit we will all watch and guard our 
of hemisphere. In that faith and spirit may we also, with God’s help, 
If offer hope to our brethren overseas. 

ne 





Source: Department of State Press Release, November 30, 1936. 
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APPENDIX XII 


CHRONOLOGY OF IMPORTANT EVENTS AFFECTING 
AMERICAN FOREIGN RELATIONS, 1936 


EUROPEAN AFFAIRS 
GENERAL 


February: 


27. French Chamber of Deputies ratifies by a vote of 353 to 164 the 
Franco-Soviet pact for mutual assistance. 


March: 


12. French Senate ratifies by a vote of 231 to 53 the Franco-Soviet pact of 
mutual assistance. 

27. French Foreign Minister and Soviet Foreign Commissar exchange in 
Paris ratifications of the Franco-Soviet pact. 


June: 


27. Danzig National Socialists publish a declaration of independence in 
effect calling upon the League to withdraw its supervision from the Free 
City of Danzig. Germany supports the independence move. 


July: 

4. League Council empowers the Polish government to deal through diplo- 
matic channels with recent incidents in the Free City of Danzig. 

17. Czechoslovakia grants a loan to Rumania for a railway across the 
Carpathian mountains. The railway will enable Soviet troops to pass through 
Rumania instead of Poland to aid Czechoslovakia under the terms of her 
mutual assistance pact with Russia. 

18. National Socialist government in the Free City of Danzig issues decree 
dissolving opposition parties, forbidding appeals to the League, and prac- 
tically abolishing the democratic Constitution. 


September: 


6. France and Poland agree upon the terms of a new Franco-Polish alli- 
ance, and a loan by France to Poland of 2,225,000,000 francs ($148,500,000) 
to be spent in France for ordnance to modernize the Polish army. 

9. Representatives of France and Syria sign a protocol in Paris under the 
terms of which after a three-year probationary period Syria will become inde- 
pendent and unified. 

12-14. Little Entente powers confer at Bratislava and reaffirm former policy 
of regional security pacts. 

23. Czechoslovakia protests to German Foreign Office against statement of 
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Dr. Goebbels that Soviet Russia has permission to maintain military air bases 
on Czech territory. 


November: 


11-12. Italy, Austria and Hungary, Rome protocol signatories, reaffirm in- 
tention to collaborate on economic problems and to seek new bilateral agree- 
ments. They also agree on Hungary's right to rearm. 

14. The Little Entente powers declare that Hungary's rearmament is con- 
trary to a previous understanding. 


December: 


9. Turkey appeals to the League of Nations under Article XI of the 
Covenant in a dispute with France over Alexandretta and Antioch. 

29. France reports that Poland, in exchange for a loan by France, is 
obligated to render military aid to Czechoslovakia should that country be 
attacked by Germany. 

30. Yugoslavia and Bulgaria sign a pact of non-aggression. 


AUSTRIA 
May: 


15. Chancellor Schuschnigg issues decree dissolving the “White” Fascist 
Heimwehr. 


July: 

11. Austria and Germany reach agreement providing for mutual non- 
interference in each other's internal affairs. 
October: 

10. Chancellor Schuschnigg issues decree dissolving the Heimwehr and 
other Fascist organizations and proclaims himself as the new dictator of 
Austria. 

November: 


3. Chancellor Schuschnigg reconstructs his Cabinet, eliminating all the 
Heimwehr Ministers, with one exception, and himself assuming the Portfolio 
of Defense. 


BELGIUM 
See also Locarno Negotiations 


May: 
24. Socialists gain plurality in Belgian general elections. 


October: 


14. Addressing his Council of Ministers, King Leopold urges the return of 
Belgium to her pre-war neutrality policy. 

15. Belgian government states that the new neutrality policy announced 
by King Leopold does not imply that Belgium will repudiate any of her 
existing international obligations. 
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FRANCE 
See also Locarno Negotiations 
January: 


22. Following the withdrawal of four Radical ministers, including 
M. Herriot, Laval Cabinet resigns. Both M. Laval and M. Herriot declined 
to form a new Cabinet. 

24. Albert Sarraut forms new Cabinet, which is upheld in the Chamber of 
Deputies on the 31st by a vote of 361 to 165. 


February: 


13. President Lebrun issues decree dissolving three Royalist organizations 
of a military nature. 


April: 

26. First ballot of the general elections shows a marked trend to the Left. 
May: 

2. Popular Front of Communists, Socialists and Radical Socialists wins 
375 of 618 seats in the French general elections. 


27. A series of large-scale strikes begins in several factories in Paris and 
in a few days extends to factories elsewhere. 


June: 


4. Sarraut Cabinet resigns. 

4. Léon Blum becomes Premier of new Popular Front Cabinet. On June 6 
he and his Cabinet receive vote of confidence on his declaration of policy by 
a majority of 384 to 210 votes. 

8. Premier Blum succeeds in settling the strikes. 

18. Government issues decree ordering the dissolution of all Fascist 
leagues in France. 

23. Premier Blum outlines his government's foreign policy in the Senate 
and wins a vote of confidence of 382 to 198. 


July: 

16. Chamber of Deputies passes a bill for the reorganization of the Bank 
of France. Under its terms a new government council representing the inter- 
ests of the nation as a whole takes the place of the former control by 200 
principal shareholders. The bill is passed by the Senate on the 23rd. 
December: 


4. Foreign Minister Delbos announces to the Chamber of Deputies that 
France will use all her forces to assist Great Britain and Belgium against 
unprovoked aggression. 


GERMANY 
See also Locarno Negotiations 


January: 


25. In an interview with a representative of the Paris Soir Chancellor 
Hitler emphasizes Germany's need for colonies but denies aim of territorial 
conquest. 
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February: 


9. Germany begins a newspaper campaign for the reacquisition of her 
former colonies. 

28. In an interview with Bertrand de Jouvenel, published in the Paris 
Midi, Chancellor Hitler offers France “‘peace forever” through an entente 
with Germany. 


March: 


29. In a national plebiscite in which 44,952,476 votes are cast, 98.7 per 
cent endorse Chancellor Hitler's foreign policy. 


July: 
11. Germany concludes an agreement with Austria providing for mutual 
non-interference in each other's internal affairs. 


September: 


9. At the National Socialist convention at Nuremberg, Chancellor Hitler 
declares that Germany cannot “relinquish the solution of her colonial de- 
mands,” and also announces a “four-year plan” to make Germany econom- 
ically independent by 1940. 


October: 


23-25. Count Galeazzo Ciano, Italian Foreign Minister and Premier Mus- 
solini’s son-in-law, visits Germany on a special diplomatic mission. On the 
24th Chancellor Hitler announces the conclusion of an agreement providing 
for consultation and collaboration on all problems affecting the mutual inter- 
ests of Italy and Germany. 


November: 


14. Germany denounces the clause of the Versailles Treaty providing for 
the internationalization of German rivers. Assurance is given that there will 
be no discrimination concerning shipping rights and that a basis of reciprocity 
will be adopted. 

15. French government protests against the denunciation of the waterways 
clause. Italian government announces on the 18th that it will not take part 
in a protest move. 

25. Germany and Japan sign a five-year pact providing for joint defensive 
measures against the activities of the Communist International. Other powers, 
except Soviet Russia, are invited to join the pact, but none accept. 


December: 


2. France, Great Britain, Czechoslovakia and Poland deliver notes to 
German Foreign Office protesting against Germany's denunciation of the 
waterways clause of the Treaty of Versailles. 


GREAT BRITAIN 
See also Locarno Negotiations 


February: 


24. In a speech before the House of Commons Mr. Anthony Eden, British 
Foreign Secretary, says that Great Britain must be ‘‘strong” in order to enforce 
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collective security in Europe, and that British rearmament would aid in 
deterring a possible aggressor. 


May: 


6. Mr. Eden tells the House of Commons that consultations must be 
held with the Dominions to form a new policy and that the League “must 
go on” despite its failure to settle the Italo-Ethiopian dispute. 


June: 


23. Labor Party’s motion of censure on the government's foreign policy is 
defeated in the House of Commons by a vote of 384 to 170. 


ITALY 


See also Locarno Negotiations and Italo-Ethiopian Dispute 
January: 


24. Premier Mussolini protests against the British policy of seeking sup- 
port from five Mediterranean powers and contends that sanctions must be 
regarded by each government as individual measures. 


February: 


14. British government answers Italian protests against the five-power 
agreement for mutual assistance in the Mediterranean. 

25. British persistence in sanctions policy induces Italy to try to create a 
new five-power pact to include Italy, Germany, Poland, Austria and Hungary. 

26. Chancellor Hitler declines to join the five-power pact proposed by Italy. 

27. Premier Mussolini advises French Ambassador that no agreement had 
been reached between Italy and Germany following the recent negotiations for 
a five-power pact, but that the conversations had contributed considerably to 
clarify the relations between both countries. 


March: 


3. Italian Council of Ministers issues decree providing for the nationaliza- 
tion of all important Italian banks. 

23. Premier Mussolini announces sweeping constitutional, economic and 
social changes, which include the nationalization of all the larger industries 
of the country. 


May: 


27. Italian government announces the nationalization of the merchant 
marine by merging existing companies into four main groups. 


July: 

9. France denounces the Mediterranean pact of mutual assistance under 
the terms of which she pledged herself to come to the aid of Great Britain if 
attacked by Italy, as the lifting of sanctions against Italy had terminated the 
need for such a pact. 

9. In an effort toward reconciliation with Italy, British government an- 
nounces that it will reduce its fleet in the Mediterranean. 

27. In a statement in the House of Commons Mr. Eden announces the 
termination of the Mediterranean pacts with Turkey and Yugoslavia. The 
agreement with Greece had been canceled previously on Greek initiative. 
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ITALO-ETHIOPIAN CONFLICT 
January: 


20. League Council's Committee of Thirteen decides that the time is not 
opportune for further peace moves; the committee rejects Ethiopia’s request 
for financial assistance and for the dispatch of a commission to Ethiopia to 
report on alleged Italian atrocities. 


February: 


12. League committee of experts reports that an embargo on oil ship- 
ments to Italy, if adopted by member states, would prove effective in from 
3 to 314 months, provided that the United States limited its exports to Italy 
to a normal peace-time level. 


March: 


2. League Assembly's Committee of Eighteen meets at Geneva to discuss 
the practicability of applying an oil embargo against Italy. After considering 
proposals submitted by the British and French delegates it postpones action 
for forty-eight hours to permit the Council’s Committee of Thirteen to make 
a last effort to bring about peace. 

3. Committee of Thirteen appeals to both Italy and Ethiopia to open peace 
negotiations within the framework of the League and in the spirit of the 
Covenant and grants both countries a week in which to reply. 

5. Emperor Haile Selassie accepts the peace appeal of the Committee of 
Thirteen, but makes it conditional upon the provisions of the League 
Covenant being respected. 

8. Premier Mussolini advises the League that he agrees “in principle” to 
negotiate peace with Ethiopia. 

21. Ethiopia protests to the League against Italian atrocities. 

April: 

2. Ethiopia again appeals to the League for financial assistance and the 
removal of obstacles on the transport of arms to Ethiopia, and asks that addi- 
tional sanctions be applied against Italy. 

3. Italian Ambassador gives the British government Premier Mussolini's 
assurances that British treaty rights to water of Lake Tana will be respected. 

7. Ethiopian government, through its Minister in Paris, again appeals to 
the League for aid. 

9. Committee of Thirteen issues an appeal to both belligerents to observe 
the rules of war. Each country replies on the 11th that it has complied with 
the rules of international warfare and accuses the other of violations. 

10. Representative of Ecuador informs the League that his country has 
suspended sanctions against Italy, as they had proved ineffective. 

20. League Council meets to consider the Italo-Ethiopian dispute and 
adopts resolution again affirming that Italy is the aggressor and that sanctions 
will be continued. 


May: 
2. All organized resistance against Italy collapses as the Emperor Haile 
Selassie flees from Ethiopia. 


5. As Italian troops occupy Addis Ababa, Premier Mussolini announces 
the end of the Italo-Ethiopian war. 





274 THE UNITED STATES IN WORLD AFFAIRS 


7. Italian government notifies the various legations in Addis Ababa, in- 
cluding that of the United States, that they will be permitted to remain and 
enjoy their prerogatives. 

9. Premier Mussolini announces to the Italian people his annexation of 
Ethiopia, the assumption of the title of Emperor of Ethiopia by King Victor 
Emmanuel, and the appointment of Marshal Badoglio as Viceroy of the 
conquered territory. 

11. League Council’s recognition of Emperor Haile Selassie’s delegate as 
still representing Ethiopia causes the withdrawal of the Italian delegation. 

12. League Council, in the absence of an Italian delegate, adopts resolu- 
tion continuing the operation of economic and financial sanctions and post- 
pones further consideration of the dispute until June 16. Ecuador and Chile 
make reservations against the continuation of sanctions, Argentina against the 
adjournment, and Chile gives formal notice of abandonment of sanctions. 

29. Argentine government requests that a special meeting of the League 
Assembly be summoned to discuss the continuation of sanctions against Italy 
and the question of non-recognition of Italy’s conquest of Ethiopia. 


June: 


18. In a statement to the House of Commons Mr. Eden recommends the 
lifting of sanctions against Italy. French government in a declaration on 
June 23 also announces its support of the lifting of sanctions. 

20. President Roosevelt removes the arms embargo against Italy and 
Ethiopia, declaring that a state of war no longer exists. The warning to 
United States citizens against travel on vessels of belligerents is also 
withdrawn. 

30. League Assembly meets in special session to consider the removal of 
sanctions against Italy and also to discuss reforms necessary to strengthen 
the League. Emperor Haile Selassie addresses the Assembly. 


July: 

1. At Assembly session Premier Blum of France and Foreign Minister 
Eden of Great Britain favor the abandonment of sanctions. The Union of 
South Africa is the only country to oppose this step. 

2. Ethiopian delegation at Geneva asks for a pledge not to recognize 
Italy’s conquest of Ethiopia and the granting of a $50,000,000 loan to Ethiopia 
by member states. 

3. Ethiopian delegation in Geneva advises member states of the League 
that a new government has been formed at Goré, Ethiopia. 

4. League Assembly rejects Ethiopia's request for a loan and declines to 
vote on the non-recognition issue. Report from the Bureau recommending the 
lifting of sanctions against Italy is adopted and becomes effective on the 
15th. 

10. Great Britain and Soviet Russia end sanctions against Italy. Other 
countries soon follow. 

25. German government announces that it will replace its legation at 
Addis Ababa with a consulate general. This action is considered as the recog- 
nition of Italy’s sovereignty over Ethiopia. 


September: 


21. Anglo-French proposal to League Assembly to unseat the Ethiopian 
delegation is strongly opposed by Soviet Russia and a group of small 
nations. 
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23. League Assembly’s Credential Committee recommends acceptance of 
Ethiopian delegation’s credentials, and the delegation is seated by a vote of 
39 to 4. 


October: 

23. Emperor Haile Selassie appeals to the League for help in Western 
Ethiopia, following a renewed attack by Italy on the Western part of the 
country. 

24. Chancellor Hitler recognizes Italian sovereignty in Ethiopia after he 
receives assurances from Italy of concessions in the exploitation of raw mate- 
rial sources. 


November: 


11. Foreign Ministers of Austria and Hungary in the course of a banquet 
refer to King Victor Emmanuel as Emperor of Ethiopia, implying recogni- 
tion of Italy’s conquest. 


December: 


2. Italian government announces that Japan has decided to establish a 
consulate general in Addis Ababa. Greece takes similar action on the 15th, 
France, Great Britain and Bulgaria on the 21st, and Belgium and Switzer- 
land on the 23rd. The United States announces on the 21st that it does not 
plan to make a change. 

17. Italy reports that the last Ethiopian chief has surrendered. 


LOCARNO NEGOTIATIONS 
March: 


7. Chancellor Hitler formally ends Germany’s adherence to the Locarno 
treaty, citing as his reason the conclusion of the Franco-Soviet pact of mutual 
assistance. He offers to negotiate a new agreement with the Locarno powers 
and other countries. Simultaneously he orders German troops to occupy the 
demilitarized Rhineland zone. 

8. At request of France and Belgium the League Council is summoned in 
special session to consider Germany's repudiation of the Locarno pact. 

9. In a statement in the House of Commons on the government's policy 
regarding Germany's denunciation of the Locarno pact, Mr. Eden makes it 
clear that his country will render military aid to France only if she is 
attacked, and will not seek to force German troops out of the neutral zone; 
he also will seek a new basis for European peace in Chancellor Hitler's offer. 

11. Representatives of Little Entente and Balkan Entente, in session at 
Geneva, agree to support France in her position against Germany's denuncia- 
tion of the Locarno pact. 

12. Signatories of the Locarno pact, except Germany, meet in London to 
discuss remilitarization of the Rhineland. France, Belgium and Soviet Russia 
insist that sanctions be applied to Germany, while Great Britain and Italy 
oppose this policy. 

13. Chancellor Hitler rejects proposals made by Great Britain for the 
reduction of his Rhineland forces. 

14. League Council meets in London to discuss Germany's repudiation of 
the Locarno pact. Invites Germany to send a delegate to attend further nego- 
tiations of this question. 

17. Germany agrees to send a representative. 
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18. Locarno signatories, in session in London, agree on a plan to submit 
the Franco-Soviet pact to the World Court for a decision whether it violates 
the Locarno pact. 

19. League Council votes unanimously that Germany has violated the 
Locarno and Versailles treaties in remilitarizing the Rhineland. 

24. Germany rejects Locarno powers’ proposals but promises to submit 
counter-proposals after the German election on the 29th. League Council is 
notified by Turkey that she will remilitarize the Dardanelles if Germany is 
allowed to reoccupy the Rhineland without penalty. 

25. Italy refuses to join other signatories in Locarno proposals unless the 
League removes sanctions against her. 


April: 


1. Germany definitely rejects the Locarno powers’ proposals and submits 
proposals of her own. British government considers the new proposals un- 
satisfactory and decides that General Staff conversations should begin im- 
mediately. Letters pledging British support if negotiations fail are sent to 
France and Belgium. 

2. French Foreign Office rejects Chancellor Hitler's counter-proposals. 

8. France submits a new peace plan for the settlement of the Locarno 
dispute which provides for a demilitarized zone on the German and Franco- 
Belgian borders of the Rhineland, negotiation of a twenty-five-year non- 


aggression pact, economic and financial collaboration and the limitation of 
armaments. 


May: 

7. British government submits questionnaire asking Germany for elucida- 
tion of Chancellor Hitler's peace proposals. 

12. Representatives of France, Great Britain and Belgium, attending session 


of League Council at Geneva, decide to postpone further action regarding 
Germany's repudiation of the Locarno treaty. 


June: 


23. French government's policy on Germany's remilitarization of the 
Rhineland is reported as dependent on Germany's reply to the British ques- 
tionnaire of May 7. 


July: 

7. After informal discussions between representatives of Belgium, France 
and Great Britain, Belgian Premier invites Italy to a conference of the 
Locarno signatories to consider the situation and also to set a date for the 
conference. 

11. Italian government declines to take part in the “preparatory” talks of 
the Locarno signatories at Brussels. 

11. British Foreign Office announces an agreement to hold a three-power 
Locarno meeting in London on July 23. 

23. Three Locarno powers—Great Britain, France and Belgium—in session 
in London, agree that all five signatories of the Locarno pact should meet 
later to negotiate a new pact and to “consolidate peace by means of a 
general settlement.” 

24. Italy and Germany are invited to attend a meeting of all five Locarno 
powers in an effort to arrive at a general peace settlement. 
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August: 


12. In view of the Spanish crisis, Italy urges a postponement of the 
proposed Locarno conference. 


September: 


18. British government sends notes to France, Belgium, Italy and Germany 
urging immediate preliminary negotiations for the Locarno conference and 
the holding of the conference as soon as possible. 


October: 


2. German Ministry of War announces that the troops now occupying the 
former demilitarized zone of the Rhineland have been almost doubled. 


Russia (U.S.S.R.) 
January: 

4. Soviet Russia requests the League to investigate her dispute with 
Uruguay. 

24. League Council takes up the Soviet-Uruguayan dispute and adopts a 
resolution stating that since Uruguay had declined to give proofs that the 
Soviet legation in Montevideo had been disseminating Communist propa- 
ganda, and since the Soviet government was prepared to leave the question to 


international public opinion, the Council hoped that the interruption of 
diplomatic relations would be temporary. 


June: 


11. Presidium of All-Union Central Executive Committee approves text 
of new Constitution which is to replace the former Constitution enacted on 
July 6, 1923. 


December: 


5. The new Constitution is unanimously adopted by the All-Union Con- 
gress. 


SPAIN 


July: 

17. Serious revolt against the republican government breaks out in Spanish 
Morocco and spreads to Spain. 

25. French Cabinet decides to adopt a policy of strict neutrality and seeks 
the assent of other European governments to a common policy. 


August: 


1. French government warns that France will send arms to Spain if other 
nations continue to supply war materials to the warring factions. 

4. Secretary Hull requests diplomatic and consular officers in Spain to 
record all violations of American property rights for future compensation 
claims. 

4. British government accepts in principle French neutrality proposals but 
makes its acceptance conditional upon Italy's attitude. The German govern- 
ment declares its willingness to discuss a non-intervention policy, provided 
that Soviet Russia adheres to such a policy. 
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6. United States demands that American property rights be respected and 
that due compensation be made for any property requisitioned by the Spanish 
government. 

8. French Cabinet decides to forbid the shipment of all war materials to 
Spain pending the outcome of the neutrality negotiations. 

10. Belgium and Soviet Russia accept the French neutrality proposals; 
Italy accepts them with reservations, on the 12th; Poland accepts them on the 
12th, and Sweden on the 14th; Germany accepts with reservations on 
the 18th. 

11. Department of State announces that the United States will not inter- 
vene in any way in the Spanish civil war. 

15. British Foreign Office warns citizens that trade with either side in 
the Spanish civil war will be at their own risk. 

16. Uruguayan government addresses a note to all American republics 
urging mediation by nations of the Western Hemisphere in the Spanish 
civil war. 

19. British government places an embargo on all arms shipments to Spain. 
Similar action is taken by Belgium, Austria, Finland and the Scandinavian 
countries on the 20th, by Yugoslavia on the 22nd, by Germany on the 24th, 
by the Irish Free State on the 25th, by the Netherlands on the 27th and by 
Albania and Poland on the 31st. Portugal promises on the 28th, with certain 
reservations, to impose an embargo, and Soviet Russia also makes the embargo 
effective as of the 28th after similar action has been taken by Italy. 

20. Department of State notifies the Uruguayan government that the United 
States will not join in a proposed Pan American mediation effort to halt the 
Spanish civil war and reaffirms the United States policy of non-interference. 
(The Uruguayan proposal was also rejected by Brazil, Peru and Mexico.) 

20. Loyalist government issues proclamation that a war zone will be 
declared around certain Spanish ports. 

21. Department of State makes it known in reply to inquiries from muni- 
tions manufacturers that sales to either faction in the Spanish civil war 
would be incompatible with the neutrality policy of the United States. 

22. United States Shipping Bureau issues warning that shipping lines 
indebted to the government are obligated to comply with the moral embargo 
against arms shipments in accordance with the neutrality policy of the 
United States. 

26. Secretary Hull advises Spanish Loyalist government that the United 
States will not recognize the validity of a war zone around certain Spanish 
ports in the hands of the rebels unless an effective blockade of such ports 
is maintained. 

30. Following the bombing of the United States destroyer Kane by an 
unidentified plane off the Spanish coast, President Roosevelt instructs the 
Department of State to make strong representations to both sides in the 
Spanish civil war. 


September: 


1. Proposal for the formation of an international committee to prepare a 
neutrality policy in the Spanish civil war is approved by Albania, Austria, 
Belgium, Bulgaria, France, Great Britain, Italy, Latvia, Norway and Turkey. 
Portugal accepts in principle on the 2nd, Soviet Russia, Finland and Hungary 
accept on the 3rd, and Germany accepts on the 5th, although only under the 
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condition that the committee’s work be strictly confined to the non-interven- 
tion issue. , 

9. Representatives of twenty-six countries attend the first meeting of the 
international committee for the application of the agreement on non-inter- 
vention. Portugal is not represented. The committee adjourns without achiev- 
ing results. 

14. International committee on non-intervention holds its second meeting 
in London. Portugal still holds aloof. 

22. Uruguay severs diplomatic relations with the Spanish Loyalist govern- 
ment. 

27. Portugal agrees to attend the meetings of the international committee 
on non-intervention, but maintains its reservations concerning the arms 
embargo. 


October: 


2. Loyalist government in Spain informs League of Nations that Germany 
and Italy give military aid to insurgents despite the non-intervention agree- 
ment. 

7. In a formal note to the non-intervention committee in London Soviet 
Russia charges that Italy, Germany and Portugal are shipping war materials 
to the Spanish insurgents in violation of the non-intervention agreement and 
warns that the Soviet government will not consider itself bound by the agree- 
ment unless such military aid to the insurgents is stopped. 

9. International non-intervention committee asks Italy, Germany and 
Portugal to answer the Russian charges. 

21. Germany denies the Soviet charges and makes counter-charges against 
Soviet Russia. 

23. Portugal severs diplomatic relations with the Spanish Loyalist gov- 
ernment. 

23. Soviet delegate serves notice that his government cannot consider itself 
bound by the non-intervention agreement to any greater extent than the 
other participants. 

25. Italy and Germany advise the British government that they will 
respect the integrity of Spanish territory on the mainland, in the Balearic 
Islands and in all the colonies. 

28. Chairman of non-intervention committee announces that the com- 
mittee has found both Italy and Portugal innocent of the charges made 
against them by the Spanish Loyalist and the Soviet governments. Italy sub- 
mits new charges against the Soviet government. 


November: 


7. Loyalist Spanish Cabinet leaves Madrid and establishes new head- 
quarters in Valencia. 

10. Government of Guatemala recognizes the Insurgent government of 
General Franco at Burgos. 

18. German and Italian governments recognize the Insurgent government 
of General Franco. 

19. Mr. Eden states in the House of Commons that his government has 
not “at the present time accorded belligerent rights to either side in the 
Spanish civil war.” 

25. Following Great Britain’s example, French government decides not to 
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accord to the Spanish insurgents the status of belligerents; a similar decision 
is reached by Belgium. 

26. Government of Albania recognizes the Insurgent government of 
General Franco. 

27. Loyalist government protests to the League against armed intervention 
by Italy and Germany, invokes Article XI of the League Covenant, and 
requests that a special session of the League Council be called to consider 
the appeal. 


December: 


2. Non-intervention committee in London decides to submit plan to both 
belligerents providing for supervision of imports at ports of entry and to 
investigate reports of assistance in men and munitions. 

2. Nicaragua recognizes the Insurgent government. 

3. By act of Parliament British government prohibits British vessels from 
carrying arms to Spain. 

4. After consultation with the French government, the British government 
sends notes to Germany, Italy, Russia and Portugal, asking them to join in 
efforts for mediation in the Spanish civil war, the cessation of all foreign aid 
and a plebiscite permitting the people of Spain to decide by ballot what 
form of government they desire. Soviet Union accepts on the roth, Italy and 
Germany accept in principle on the 12th, and Portugal on the 13th. 

9. Non-intervention committee meets in London and adopts plan for the 
prohibition of indirect intervention, especially through the departure of 
volunteers for Spain. 

10. League Council meets in special session to consider Loyalist govern- 
ment’s appeal against Germany's and Italy’s “armed intervention” in the 
civil war. On the 12th Council unanimously endorses the Franco-British plan 
for mediation. 

14. German and Portuguese delegates on the non-intervention committee 
refuse to permit foreign observers to be stationed in their countries to prevent 
the departure of aircraft for Spain. 

18. Polish government advises the non-intervention committee that it has 
issued an order prohibiting citizens from serving on either side in the 
Spanish civil war under penalty of losing their citizenship. 

24. French and British governments send similar notes to Germany, Italy, 
Russia and Portugal urging them to prohibit departure of volunteers for 
Spain. Soviet government accepts the proposal on the 30th and asks for full 
publicity of arrival of volunteers as a means of checking foreign intervention. 

28. United States Department of State issues license for shipment of 
planes, engines, etc., to the Loyalist government in Spain, since the Neutral- 
ity Act makes no provision for civil war. 

29. President Roosevelt approves plans to have enacted immediately after 
Congress convenes an amendment to the Neutrality Act barring arms ship- 
ments from the United States to belligerents in civil wars. 


FAR EASTERN AFFAIRS 


January: 


12. General Jiro Minami, Japanese supreme representative in Manchuria, 
pledges that “Manchukuo” will henceforth observe the “open door.” 
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February: 


22. Elections in Japan result in the Minseito (government) party obtain- 
ing 205 seats, the Seiyukai party 174, the Social Democrats 18 and the 
Proletarian 6 seats. 

26. Military coup is carried out in Tokyo by about 1,500 soldiers of the 
First Division, who seize government buildings and murder four high off- 
cials, including two Cabinet officers. Tokyo and Yokohama are immediately 
placed under martial law. 

28. Government suppresses the military uprising. 


March: 


9. New Cabinet is formed in Japan after the assassinations. Foreign 
Minister Hirota becomes Premier. 


April: 
28. Soviet Russia and Japan agree on the appointment of two commis- 


sions—one to investigate and settle disputes along the Soviet-“Manchukuoan” 
border, and the other to survey and mark the boundary. 
May: 

3. British Ambassador protests to Japan against smuggling in North China. 

14. United States Ambassador makes representations to the Japanese 
Foreign Office regarding smuggling in North China. 

15. Chinese government protests to Tokyo against the widespread smug- 
gling in North China and demands an immediate cessation of Japanese inter- 
ference with Chinese customs services; the government also protests against 
the increase in Japanese troops as reinforcements arrive in North China. 

15. Japanese Foreign Office spokesman declares that the smuggling in 
North China is a matter over which the Japanese government has no 
jurisdiction. 

16. United States Under Secretary of State declares in the course of a 
press conference that an increase in the number of Japanese troops in China 
constitutes a violation of the spirit of the Nine Power Treaty and that the 
United States still abides by the terms of that treaty. 

20. Nanking government announces new regulations designed to prevent 
smuggling in North China. 

27. Chinese government again protests against a further increase of 
Japanese troops in North China and the continued smuggling and interference 
with the Chinese customs service in that region. 

29. Japanese government sends 3,000 troops to reinforce its garrison at 
Tientsin, Peiping and Fengtai in spite of repeated protests by the Nanking 
and the Canton governments. 


June: 


8. In an effort to force the Nanking government to take a firmer stand 
against Japan, the Cantonese army under General Chen Chia-tang advances 
into territory under the control of Nanking, threatening civil war. 

10. Japan and “‘Manchukuo”’ sign a new treaty providing for the gradual 
abolition of Japan's extraterritorial rights. 

11. As a result of violent anti-Japanese demonstrations in Canton and in 
the Kwantung and Kwangsi provinces, seven Japanese warships arrive in 
South China waters and land marines. 
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July: 

8. Japan promises to codperate in preventing smuggling in North China, 
provided that China reduces certain tariffs on Japanese goods. 

10. Leaders in South China make peace proposals to the Nanking govern- 
ment, promising to keep their armies entirely within their own provinces if 
Chiang Kai-shek agrees to warfare against Japan within a definite time limit. 

13. Kuomintang Central Executive Committee, in session at Nanking, re- 
quests the Cantonese dictator, Chen Chia-tang, to relinquish his post as 
commander of the Southern armies and votes down the proposal for war 
with Japan. 

14. Cantonese leaders defy the Nanking Kuomintang’s request and appoint 
Chen Chia-tang commander-in-chief. They plan to establish an independent 
government with an anti-Japanese program. 


August: 


12. General Chiang Kai-shek arrives in Canton and notifies the generals 
in Kwangsi province that they must accept the terms of the Nanking govern- 
ment or face the consequences. . 

24. Two Japanese are killed at Chengtu by a Chinese mob opposing the 
reopening of the Japanese consulate there. 

24. Chiang Kai-shek orders withdrawal of government troops from the 
Kwangsi border in order to arrange a conference with the Southern leaders. 


September: 


3. Japanese merchant is slain at Pakhoi by Chinese mob. Two Japanese 
warships are ordered to Pakhoi to investigate. Difficulties arise on the 14th 
when a detachment of Chinese Nineteenth Route Army refuses to permit the 
landing of officials. Chiang Kai-shek informs Japanese naval authorities in 
Shanghai that he has ordered the Nineteenth Route Army to withdraw 
from Pakhoi. 

6. Nanking announces that the Kwantung and Kwangsi provinces have 
agreed to recognize its authority, thus ending the Canton régime and con- 
solidating the Nationalist government. 

21. Following the murder of a Japanese consular policeman at Hankow 
on September 19, Japan decides to send a naval force there. 

24. Japanese naval forces surround and isolate the Hongkew district, part 
of the International Settlement in Shanghai, following the slaying of a 
Japanese sailor, the sixth Japanese to be killed in China within two months. 

28. In a press interview, Mr. Arita, the Japanese Foreign Minister, sets 
forth his government's policy toward China. It includes new demands: the 
autonomy of the five Northern provinces; the brigading of Japanese with 
Chinese troops when fighting Communists; the placing of Japanese advisers 
in all branches of the Chinese government, including those of defense, and 
the supervision of school text-books in order to eradicate anti-Japanese 
propaganda. 


October: 


18. Japan advises League of Nations that she has withdrawn all her naval 
forces from the former German islands in the Pacific Ocean over which she 
holds a mandate and has “no fortifications, military or naval bases” in these 
islands. 
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November: 


9. Hopei-Chahar Political Council orders the suppression of organizations 
likely to provoke anti-Japanese or pro-Communist activities. 

25. Germany and Japan sign a five-year pact to provide for joint defensive 
measures against the activities of the Communist International. 

27. Japanese Cabinet approves a record-breaking budget of 3,041,100,000 
yen, approximately one-half of which is assigned to the army and the navy. 


December: 


1. Government of “Manchukuo” announces that Italy will open a Con- 
sulate General at Mukden, implying de facto recognition of this government. 

2. Workers in Japanese-owned cotton mills are locked out at Tsingtao, 
following riots. Japanese navy lands marines to protect lives and property. 

3. Nanking government protests against the landing of Japanese marines 
at Tsingtao. 

6. As a result of disturbances in Tsingtao, Japan presents new demands to 
China, calling for codéperation with the Japanese naval authorities. 

7. German Foreign Minister assures Chinese Ambassador in Berlin that 
the German-Japanese pact is not aimed at China and that it contains no 
military clauses. 

10. Japanese Foreign Office spokesman intimates to the press that all 
Japanese demands for autonomy in North China and codperation against 
Communism have been withdrawn. 

12. General Chiang Kai-shek, Commander-in-Chief of the Chinese armies, 
is seized in Sian, Shensi Province, by troops of General Chang Hsueh-liang. 

13. As a condition for the release of General Chiang Kai-shek, General 
Chang Hsueh-liang asks that the Nanking government be reformed. 

13. Soviet government denies the existence of a secret agreement with 
General Chang Hsueh-liang. 

23. Japanese marines are withdrawn from Tsingtao after the settlement of 
the strike. 

25. General Chiang Kai-shek is released, and General Chang Hsueh-liang 
surrenders for trial. 

29. General Chiang Kai-shek tenders his resignation on the ground that 
his own carelessness was responsible for his capture. His offer is declined. 

30. Chengtu and Pakhoi affairs are settled amicably by the Chinese and 
Japanese governments. 

31. Military court sentences General Chang Hsueh-liang to ten years’ 
imprisonment and five years’ loss of civil rights for his seizure of General 
Chiang Kai-shek and participation in the Shensi revolt. He is subsequently 
pardoned. 


MONETARY PROBLEMS 


June: 


12. New York State Supreme Court Justice Samuel H. Hofstadter rules 
that corporations in the United States cannot discharge their obligations to 
foreign bondholders with the current devalued United States dollar. 

26. German government approves decree nullifying the gold clause in all 
German bonds and similar obligations which provide for payment in foreign 
currencies. 
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September: 


19. Federal Judge Merril E. Otis of Kansas upholds a lease signed in 
1890 requiring payment in grains of pure gold or its money equivalent at 
current gold prices. 


December: 


24. Germany prohibits the retention of profits resulting from the revalua- 
tion of foreign currencies. 


CURRENCY STABILIZATION 


January: 
10. President Roosevelt extends for another year as of January 30 the 


powers conferred upon the Executive under the Gold Reserve Act of 1934 to 
revalue the gold content of the dollar. 


March: 


1. Soviet government abolishes the gold rouble and stabilizes the paper 
rouble for external and internal trade at five to the dolfar. 


April: 

1. Belgian government abolishes its equalization fund and assigns respon- 
sibility for safeguarding the exchange to the National Bank of Belgium. 

7. Chinese monetary experts confer with Secretary Morgenthau on closer 
working arrangements between the United States and China on financial 
problems. 

27. Poland decrees exchange control and an embargo on gold exports. 


May: 


18. Secretary Morgenthau announces that an agreement has been concluded 
between the governments of the United States and China under the terms 
of which the United States will purchase large amounts of silver from the 
Central Bank of China. 


August: 


21. Supreme Financial Council of Greece prohibits the exportation of 
foreign currency. 


September: 


22. League of Nations Financial Committee recommends that France, the 
Netherlands and Switzerland depreciate their currencies to the point at 
which their price levels are brought into line with those of the sterling and 
dollar parities. 

25-26. French Finance Minister Auriol announces his government's decision 
to devalue the franc to bring it in line with the British pound and the 
American dollar. The United States and British Treasuries issue statements 
simultaneously announcing their willingness to codperate with the French 
government in the stabilization move. 

26. Following the French government's devaluation of the franc, the Swiss 
Federal Council decides to revalue the Swiss franc. 

28. The Netherlands government announces the devaluation of the guilder 
and the establishment of a stabilization fund. 
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28. Latvian government abandons gold basis for its currency and joins the 
sterling bloc. The Greek and Turkish governments announce their intention 
to peg currencies to sterling instead of the French franc as heretofore. 


October: 


5. Italian Cabinet Council approves decrees submitted by Premier Musso- 
lini providing for the devaluation of the lira by 40.93 per cent in order to 
align it with the dollar, franc and pound. 

6. Czechoslovakian government devalues the crown between 10.6 and 
15.98 per cent. This is the second devaluation within two years. 

8. French government sets aside 10,000,000,000 francs out of the increase 
in the value of the gold reserve resulting from devaluation for an exchange 
stabilization fund. 

13. Secretary Morgenthau announces that the United States has entered 
into a reciprocal arrangement with Great Britain and France whereby the 
respective stabilization funds will be used to purchase and sell gold among 
themselves in order to reduce further fluctuations of the dollar, the pound 
and the franc. 


November: 


23. Secretary Morgenthau announces that Belgium, the Netherlands and 
Switzerland have joined the tripartite currency stabilization and reciprocal 
gold transfer agreements. 


December: 


21. Secretary Morgenthau announces a new policy under which all imported 
gold will be hereafter purchased by the Treasury and held inactive. 


LATIN AMERICA 
BOLIVIA 
See also Chaco Dispute 
May: 

17. Following a general strike, a group of army officers seize control of 
the government, forcing the abdication of President Sorzano. Colonel David 
Toro is proclaimed Provisional President. 

30. Argentine Chancellery announces that the governments of the United 


States, Great Britain, Germany, Argentina, Brazil, Chile, Peru, Uruguay and 
the Vatican have recognized the new régime in Bolivia. 


June: 


21. Military junta expels civilian members of the Cabinet after discovery 
of a counter-revolutionary plot; Colonel Toro remains Provisional President. 
22. Colonel Toro proclaims martial law. 


BRAZIL 


March: 


23. President Vargas orders martial law throughout the country for ninety 
days; several radical leaders are arrested. 
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June: 

20. President Vargas obtains a ninety-day extension of the state of war. 
September: 

14. The state of war is extended for another ninety days. 

CHACO DISPUTE 
January: 

21. After lengthy negotiations, Bolivia and Paraguay sign pact providing 
for the repatriafion of war prisoners and the renewal of diplomatic relations. 
March: 

25. Judge Mortimer W. Byers in the United States District Court rules 
that President Roosevelt's proclamation of May 28, 1934, forbidding the 
shipment of arms to Bolivia and Paraguay, is unconstitutional. 

July: 

3. Last contingent of Chaco prisoners (1,000 Bolivians) leaves for home, 
bringing to a total of 16,000 the number of prisoners returned. Repatriation 
of Paraguayans was completed in June, and involved 2,500 men. 

August: 

21. Diplomatic relations are reéstablished between Bolivia and Paraguay. 

October: 


5. Further peace negotiations between Bolivia and Paraguay reach a dead- 
lock through inability to settle territorial disputes. 


December: 


21. United States Supreme Court in a 7 to 1 decision rules that the law 
of 1934 empowering the President to declare an embargo on arms shipments 
to Bolivia and Paraguay, is constitutional. 


CHILE 


February: 


9. President Alessandri declares a state of war for three months to combat 
revolutionary outbreaks. 


CUBA 
January: 
10. Dr. Miguel Mariano Gomez is elected President. 
May: 


20. Dr. Gomez is sworn in as Cuba’s sixth Constitutional President. 


December: 


21. The sugar bill, sponsored by Colonel Fulgencio Batista, Chief of Staff 
of the Cuban Army, and imposing a tax on sugar to provide funds for 
army-controlled rural schools, is vetoed by President Gomez as unconstitu- 
tional. House of Representatives then votes to impeach President Gomez. 
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The Senate begins impeachment proceedings against the President on the 
23rd and votes his removal from office on the 24th. The sugar bill is subse- 
quently enacted. 


24. Vice-President Colonel Frederico Laredo Bru is sworn in as President 
after the removal of President Gomez from office. 


ECUADOR 
July: 


8. Plans are made in Washington for the arbitration by President Roose- 
velt of the Ecuador-Peru boundary dispute. 


September: 


30. Representatives of Ecuador and Peru are received by President Roose- 
Velt at the opening of the Washington conference to settle their long-standing 
boundary dispute. 

November: 


30. An uprising in Ecuador, which broke out on the 28th, is suppressed 
by government forces. 


INTER-AMERICAN CONFERENCE FOR THE MAINTENANCE OF PEACE 
February: 


11. President Roosevelt announces that he has sent personal letters to the 
heads of all Latin American governments proposing an Inter-American Peace 
Conference to be held at Buenos Aires. 


April: 


17. Secretary Hull designates envoys of Argentina, Mexico and Guatemala 
as members of a special subcommittee to aid in drafting a list of subjects 
to be discussed at the coming conference. 


December: 


1. President Roosevelt opens the Peace Conference at Buenos Aires. One 
hundred and fifty-seven delegates representing the twenty-one American 
republics are in attendance. 

6. Secretary Hull submits a draft convention coérdinating existing treaties 
between the American states and providing for a common neutrality policy 
and a permanent Inter-American Consultative Committee. 

11. Secretary Hull announces that all twenty-one American republics have 
unanimously agreed upon a peace formula. The formula is ratified on the 
12th, and a revised draft is approved on the 15th and signed on the 16th. 

23. Conference adjourns after acting on a number of peace agreements and 
resolutions pertaining to the reduction of trade barriers, the stabilization of 
currencies, abolition of exchange control and projects for inter-American 
intellectual codperation. 


NICARAGUA 
June: 


2. Insurgents force the abdication of President Sacasa. 
9. Dr. Carlos B. Jarquin is sworn in as President. 





288 THE UNITED STATES IN WORLD AFFAIRS 


PANAMA 
March: 


2. United States and Panama sign a treaty in Washington providing for 
consultation in the event of aggression. The most important feature of the 
agreement is the surrender by the United States of the right to intervene in 
Panama to maintain order. 


April: 


29. United States Senate Committee of Foreign Relations postpones rati- 
fication of the treaty until the Panama election has been decided and the 
government of Panama has acted upon the agreement. 


PARAGUAY 


See also Chaco Dispute 
February: 


18. President Ayala resigns following a revolutionary outbreak; military 
revolutionary government proclaims Colonel Rafael Franco Provisional 
President. 


March: 

11. President Franco issues decree making Paraguay a totalitarian state, 
the first avowedly Fascist régime in the Western Hemisphere. 

14. The United States, Argentina, Brazil, Chile, Peru and Uruguay extend 
recognition to the new government. 


PERU 


See Ecuador 


LEAGUE OF NATIONS 
May: 


14. Prime Minister Baldwin announces that the British government will 
try to reform the League in order that the United States, Germany and Japan 
can be persuaded to join. 


June: 


22. Honduras gives formal notice of withdrawal from the League. 
27. Nicaragua gives notice of withdrawal from the League. 


July: 

1. Foreign Ministers of Denmark, Finland, Norway, Sweden, the Nether- 
lands, Spain and Switzerland adopt a resolution stating that they cannot 
participate in sanctions in any future conflict unless the entire League Cove- 
nant, including the disarmament provisions, is fully enforced. 

4. Bureau of the Assembly adopts a resolution recommending that the 
Council invite member governments to submit to the Secretary General 
before September 1 suggestions for the reform of the League. 
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August: 


15. French government sends note to the League advocating greater power 
for this body to institute preventive action against war. 

27. Uruguay submits suggestion for the reform of the League. 

28. Soviet government suggests the League be empowered by a three- 
quarter majority to name the aggressor. 

31. Government of Panama submits suggestions for the reform of the 
League. 


September: 


1-12. Proposals for the reform of the League are submitted by New 
Zealand, Latvia, Norway, Denmark, Colombia, Finland, Switzerland, Peru, 
Iraq and Australia. 


28. League Assembly discusses the various recommendations submitted 
for the reform of the League. 
October: 


9. Assembly appoints a commission of twenty-eight to study all problems 
connected with the application of the principles of the Covenant and to 
submit a report before September, 1937. 


MUNITIONS 


See also National Defense 
January: 
7. Senate Munitions Investigating Committee begins investigation of war- 


time activities of J. P. Morgan and Company as financial agents in the 
United States of the British and French governments. 


April: 


4. Secretary Hull, as Chairman of the National Munitions Control Board, 
places an embargo on the export of tin-plate scrap. 


July: 
17. French Chamber of Deputies passes a bill for the nationalization of 
the munitions industry. 


August: 


8. French Senate adopts a modified bill for the nationalization of the 
munitions industry, which is accepted by the Chamber of Deputies on 
the 11th, 


October: 


11. British Royal Commission on the Manufacture of and Trading in 
Arms submits its report to the British government. 

16. French Air Ministry announces that the government plans to nationalize 
all factories manufacturing airplanes and aviation motors under government 
contract. 
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NATIONAL DEFENSE 
GENERAL 
March: 


3. British government issues a White Paper outlining the government's 
rearmament program and the conditions which necessitated an increase in 
armaments. 

10. British House of Commons, after a two-day debate, approves the 
government's rearmament program by a vote of 371 to 153. The House of 
Lords upholds the program on the 24th. 


June: 


6. French government sets up a permanent National Defense Committee 
by uniting the naval and air ministries. 

12. Turkish Grand National Assembly votes an appropriation of approxi- 
mately 4,000,000 Turkish pounds to be applied partly for national defense 
and partly for public works. 


July: 

9. Supplementary estimates for the army, navy and air force, amounting 
to £19,359,000 and bringing total defense expenditures for the year to almost 
£200,000,000, are introduced in the British House of Commons. 


December: 


16. Canadian Minister of Defense announces that the Defense Forces of 
the country will be reorganized, mechanized and modernized on a large scale. 

20. Secretary Woodring, of the United States War Department, recom- 
mends a peace-time army of 165,000 men and 14,000 officers, also a greatly 
enlarged National Guard and officer reserve. 


LAND AND AIR ARMAMENT 


February: 


2. Italian government announces that the aviation budget for the fiscal 
year 1936-37, excluding the needs for the Ethiopian campaign, will amount 
to 990,400,000 lire. This amount exceeds last year’s budget by 140,784,000 
lire. 


May: 

16. President Roosevelt signs the army supply bill appropriating 
$572,446,844. 
August: 


12. French Senate unanimously adopts bill calling for an increase in 
airplane construction; 1,023 machines are expected to be completed by the 
end of 1936 and further construction is to be carried on over a period of 
five years. 


October: 


21. Canadian Minister of Defense announces that the budget for national 
defense will be increased by $30,000,000, bringing it to a total of $50,000,- 
000; this amount includes a large item for the air force. 
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30. As a result of Belgium’s return to her pre-war neutrality policy, 
France decides to extend the Maginot line of defense along the Belgian 
frontier to the sea. 


November: 
’s ; 25. Finance Committee of the French Chamber of Deputies places army 
in estimates totalling 11,046 and air estimates totalling 3,700 million francs 
before the Chamber. The air estimates also include a credit of 200 million 
e francs for the nationalization of airplane firms. 
J EXTENSION OF MILITARY SERVICE TERMS 
‘ March: 
13. French Parliament gives statutory effect to earlier decree increasing the 
e period of military service from one to two years. 
i. April: 
e 1. Austrian government proclaims universal military service in spite of 
prohibitions of the Treaty of St. Germain. 
6. Ministers of Little Entente protest to Austrian government against 
F introduction of universal service. 
8 
st y August: 
{ 11. Russian government issues decree lowering the minimum age for 
e military service from 21 to 19 years. 
' 24. Chancellor Hitler decrees the extension of the period of compulsory 
of military service from one to two years. 
p. : 
.. September: 
ly ’ 1. New recruiting plan is announced in Great Britain whereby youths may 


enlist for a six months’ trial period. 

1. Pursuant to the decree issued on August 11, all Russian recruits of the 
class of 1914 and half of 1915 are called up, together with the men who had 
been exempt in 1935. 


il October: 
1. Austrian government calls 8,000 youths, aged twenty-one, to the colors 


) - roe “ 

for a period of compulsory military service. 

November: 
g 3. Belgian Chamber of Deputies rejects proposal to increase the military 

service term to eighteen months. 

December: 

3. Military reorganization bill is passed by Belgian Parliament. It pro- 
" vides for a service-term of twelve months and the maintenance of additional 
, military strength by volunteer enlistment after compulsory service. 
} 
REFORTIFICATION OF THE DARDANELLES 

April: 

1 11. Turkish government submits note to the League of Nations and the 


. signatory governments of the 1923 Lausanne Straits Convention requesting 
revision of the clause forbidding the fortification of the Dardanelles. 
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16-29. All the signatories except Italy; that is, Great Britain, Soviet 
Russia, Greece, Bulgaria, France, Japan, Yugoslavia and Rumania, agree to 
revision of the Lausanne Convention as requested by Turkey. 


May: 
4-7. Representatives of Balkan Entente agree to support Turkey's request. 
June: 


22. Signatories of the Lausanne Convention (except Italy) meet at Mon- 
treux to discuss treaty revision. Italy refrains from participating so long as 
sanctions remain in force against her. 


July: 


20. Powers at Montreux conference sign agreement granting Turkey per- 
mission to refortify the Dardanelles. 


NAVAL ARMAMENTS 
January: 


6-8. British, French and Italian proposals covering building programs 
and period of construction are discussed at reconvening of London Naval 
Conference after the holiday recess. 

8. Japanese delegation declares unwillingness to discuss other questions 
until the question of a common upper limit has been settled. 

15. Japanese delegation withdraws from the conference when its demand 
for a common upper limit is rejected. 

16. Conference continues deliberations in spite of Japan’s withdrawal; 
remaining four powers unanimously agree on exchange of information and 
desirability of advance notification regarding building programs. 

20. Japanese government accepts invitation to send observers to the meet- 
ings of the conference. 


February: 


18. French government expresses desire that the maximum tonnage of 
battleships be fixed at 27,500 tons, with 13-inch guns. 

27. Italian delegation advises the London Naval Conference that Italy will 
not sign a new naval treaty until League sanctions against Italy have been 
removed, or until new moves are under way to settle the Italo-Ethiopian 
conflict. 

29. Great Britain proposes to Germany a bilateral treaty supplementing 
the Anglo-German agreement of June, 1935, and incorporating the terms 
upon which the signatories of the Washington treaty may agree. 


March: 


2. Germany accepts British proposals for an Anglo-German pact based on 
the London Naval Treaty now under discussion. 

25. United States, Great Britain and France sign the new Naval Treaty. 
It is to become effective January 1, 1937, and will remain in force until 
December 31, 1942. Great Britain and the United States also exchange 
letters acknowledging principle of parity between their navies. 
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April: 
30. British Admiralty publishes plans for the construction of thirty-eight 
new warships, including two battleships of 35,000 tons each. 
30. Soviet government advises Great Britain of its readiness to start nego- 


tiations for a bilateral naval treaty along the lines of the London Naval 
Treaty of March, 1936. 


May: 

18. United States Senate unanimously approves ratification of the London 
Naval Treaty. 

20. Anglo-Russian naval conversations open in London. 

24. Soviet Russia demands naval parity with Germany in the Baltic and a 
modification of Japan’s naval program. 


June: 


3. President Roosevelt signs naval appropriation bill, providing for the 
construction of 2 new capital ships, 12 destroyers, 6 submarines and 333 
airplanes. 

23. Japan declines to adhere to the 1936 London naval treaty, since it 
conflicts with the principles announced by her at the London conference. 


July: 

15. Great Britain notifies the United States and Japan that she is invoking 
the so-called escalator clause of the London Naval Treaty of 1930, in order 
to retain 40,000 tons of over-age destroyer tonnage which would otherwise 
be due for scrapping by the end of 1936. 

30. Great Britain and Soviet Russia reach a tentative agreement, with no 
limit on Soviet Russia’s Far Eastern fleet. 


September: 


2. Japanese government proposes to retain 15,598 tons of submarines and 
11,059 tons of destroyers corresponding to the British surplus destroyer 
tonnage retained under the escalator clause. 

3. Secretary Hull announces that the British government has been notified 
of the United States government's intention to retain over-age destroyer 
tonnage to the extent of 40,000 tons. 


October: 


3. Germany launches the new 26,000-ton battleship Scharnhorst at Kiel. 

7. Great Britain's proposal to the United States and Japan of renewal of 
Article XIX of Naval Treaty of 1922 which prohibits an increase of fortifica- 
tions and naval bases in the Pacific is announced in Washington. 

12. Germany objects to Russian reservations in the draft of the Anglo- 
Soviet naval treaty on the ground that it deviates from the principles of the 
1936 naval treaty. 


November: 


5. United States, according to press reports, has rejected the British pro- 
posal submitted in October regarding fortifications and naval bases in the 
Pacific. 

6. Protocol embodying the rules for the conduct of submarines in warfare 
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is signed in London by representatives of all the signatories of the Wash- 
ington Naval Treaty of 1922. Germany announces adherence to the protocol 
on the 23rd. 

10. German naval calendar reveals additional construction including: one 
35,000-ton battleship, one aircraft carrier, one 10,000-ton cruiser, six 1,811- 
ton destroyers, twelve 600-ton torpedo boats and four submarines. 


December: 


2. Following increased construction of warships by Germany and Italy, 
France plans the construction of five 35,000-ton battleships and ten 10,000- 
ton cruisers by 1943 at an estimated cost of $572,000,000. 

8. Germany launches the new 26,000-ton battleship Gneisenau at Kiel. 

12. France launches the new 26,000-ton battleship Strasbourg at St. 
Nazaire. 

17. Great Britain invokes the escalator clause a second time in order to 
retain in service five light cruisers due to be scrapped at the end of the year. 

22. Japanese government consents to the second British invocation of the 
escalator clause, and decides to retain a corresponding tonnage of over-age 
submarines. 

24. United States decides to retain 19,000 tons of over-age destroyers as 
result of British action. 

26. According to the newspaper Asahi, Japan intends to advise Great 
Britain that she is not prepared to renew Article XIX of the Washington 
Treaty governing fortifications in the Pacific Ocean, but desires to enter a 
new agreement adapted to present changed conditions. 

31. Washington and London Naval Treaties expire. 


NEUTRALITY 
January: 
3. Neutrality bill sponsored by the Administration is introduced in the 


House of Representatives by Representative McReynolds and in the Senate 
by Senator Pittman. 


February: 


12. Senate Foreign Relations Committee approves unanimously an abridged 
neutrality bill extending the law of August 31, 1935, to May 1, 1937, with 
amendments. 

17. House of Representatives passes the resolution extending the Neu- 
trality Act to May 1, 1937. Senate passes the resolution on the 18th. 

29. President Roosevelt signs the resolution extending the Neutrality Act 
to May 1, 1937. 


June: 


20. Following the end of the Italo-Ethiopian conflict President Roosevelt 
removes the embargo on the exports of arms, munitions and implements of 
war to Italy and Ethiopia, in force since October 5, 1935, and withdraws the 
warning to American citizens not to travel on the vessels of either belligerent. 


December: 


29. President Roosevelt approves plans of legislative leaders for the 
immediate enactment of an amendment to the Neutrality Act, extending it 
to include civil wars. 
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TARIFFS AND FOREIGN TRADE 


January: 

1. Reciprocal trade agreements of the United States with Canada and 
Brazil go into effect. 

9. Reciprocal trade agreement between the United States and Switzerland 
is signed in Washington. The treaty becomes effective on February 15. 


March: 


2. The reciprocal trade agreement between the United States and Hon- 
duras goes into effect. 


May: 

20. The reciprocal trade agreement between the United States and Colom- 
bia goes into effect. 

21. With a view to meeting Japanese competition, President Roosevelt 
invokes the flexible provisions of the tariff law and orders an average increase 
of 42 per cent in duties on imports of bleached and colored cotton cloths. 


June: 


1. United States makes representations to Australian government regarding 
tariff increases on certain goods, fearing that such a policy may result in 
discrimination against American goods. 

4. United States invokes the anti-bounty clause of the 1930 Tariff Act 
against Germany because of discrimination against American goods and im- 
poses countervailing duties ranging from 2214 to 56 per cent on a number 
of German products. 

12. Secretary Hull and Foreign Minister of Ecuador sign an agreement 
providing for reciprocal and unconditional most-favored-nation treatment. 

15. Reciprocal trade agreements of the United States with France and 
Guatemala go into effect. 

29. Benefits of lower United States tariff duties resulting from reciprocal 
trade agreements are withdrawn from Australia as of August 1, because of 
discrimination against United States commerce under the new Australian 
import licensing system. 


July: 

11. The trade agreement between the United States and the Soviet Union 
is extended for another year. Under its terms the Soviet Union agrees to buy 
American goods to the amount of at least $30,000,000, and the United 
States agrees to extend to the Soviet Union the benefits of tariff reductions 
granted to other countries in reciprocal trade agreements. 


August: 


5. United States Treasury removes countervailing duties on four items after 
representations by the German government that the industries concerned were 
not subsidized by the government. 

13. German government informs the Department of State that henceforth 
all subsidies for German exports to the United States will be abolished. 

14. United States Treasury cancels countervailing duties on German 
imports. 


296 THE UNITED STATES IN WORLD AFFAIRS 


October: 


1. Reciprocal trade agreement between the United States and Nicaragua 
goes into effect. 


November: 


2. Reciprocal trade agreement between the United States and Finland goes 
into effect. 


28. United States signs a reciprocal trade agreement with Costa Rica. 


December: 


16. The United States and Italy agree to end their commercial treaty of 
1871 and prepare for the conclusion of a new treaty in 1937. 
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TOPICAL GUIDE TO 
THE UNITED STATES IN WORLD AFFAIRS 
VOLUMES FOR 1931-1936 


Entries in bold-face type indicate the volumes, and entries in plain 
type indicate the chapters in the volumes cited. Thus, 1 indicates the 
volume for 1931, 2 the volume for 1932, 3 the volume for 1933, 
5 the volume for 1934-1935, and 6 the volume for 1936. The cita- 
tion 3:10 refers to Chapter 10 of the volume for 1933. 
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; ARMS, EMBARGOES, 3:5; 5:13; 6:2, 9 
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CHACO WAR, 2:4; 3:2, II; 5:7 

CHINA, 1:14, 2:11, 3:2, 14; 5:3, 6; 6:6 
COLLECTIVE SECURITY, 5:12; 6:2 

COLOMBIA, 2:4; 3:2, II 
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CUBA, 1:5, 6; 2:4; 3:10; 5:6, 7 

CURRENCY STABILIZATION, 1:7; 3:73 5:43 6:11 


ECONOMIC DEPRESSION AND RECOVERY, 1:1, 3, 43 2:3, 93; 3:1, 9 
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EXCHANGE CONTROL, 1:6, 3:43 5:4 


FaR EAST, 1:14; 2:11; 3:2, 143; 5:9; 6:6 
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FRANCE, 1:12; 2:8, 11, 12; 3:3, 5, 6, 7, 133 §:4, 12; 6:2, 3, 4, 
5, II 


GERMANY, 1:7, 8; 2:2, 8, II, 12; 3:2, 3, 5, 6, 7, 133 §:1, 5, 123 
6:1, 2, 4, 5, 7, 10, II 
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5:2, 4; 6:11. See also Currency Stabilization 

Goop NEIGHBOR POLICY, 3:11; 5:7 

GREAT BRITAIN, 1:10; 2:6, 8, 11, 12; 3:3, 5, 6, 7, 13; §:10, 12; 
6:2, 3, 4, 5, 7, 11 


Hoover MoraToriuM. See War Debts 


IMPERIAL ECONOMIC CONFERENCE, 2:6 
INTER-AMERICAN CONFERENCE FOR THE MAINTENANCE OF 
PEACE, 6:12 


ITALY, 1:7; 2:11, 12; 3:3, 5, 6, 7, 133 §:1, 12; 6:1, 2, 4,5 
JAPAN, 1:14; 2:11; 3:2, 14; 5:1, 9, 10; 6:1, 3, 6 


LATIN AMERICA, 1:5; 2:4; 3:2, 10, I1; §:7; 6:12 

LAUSANNE CONFERENCE. See War Debts 

LEAGUE OF NATIONS, 1:13, 14; 2:4, II, 12; 3:2, 3, 5, 11; 5:11, 
12; 6:2, 4, § 

LeTIciIA DIsPUTE, 2:4; 3:2, II 

LOCARNO TREATY, 6:4 


MANCHURIA, 1:14; 2:11; 3:14; 5:9; 6:6 
MONROE DOCTRINE, 3:11; 5:9 
MUNITIONS TRAFFIC, 5:13; 6:8 


NAVAL LIMITATION. See Armaments, Limitation of 
NETHERLANDS, 2:6; 6:10, II 

NEUTRALITY, 5:13; 6:9 

New DEAL, 3:12; 5:2 


OPEN Door POLICY, 5:9 
Orrawa CONFERENCE. See Imperial Economic Conference 
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PERU, 2:4; 3:2, II 
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RECIPROCITY. See Tariffs 

RECOGNITION POLICY OF UNITED STATES, 3:14; 5:7 
REPARATIONS, 1:9; 2:8. See also War Debts 

Russia. See U.S.S.R. (Union of Socialist Soviet Republics) 


SILVER, 1:2; 3:8, 12; 5:3; 6:6 
STIMSON DOCTRINE, 2:4, II 


‘TARIFFS, 1:6; 2:2, 6, 9; 3:8, 11; §:6; 6:10, 11 


U.S.S.R. (Union of Socialist Soviet Republics), 2:12; 3:14; 5:5, 6, 
12; 6:4, § 


War DEBTS, 1:8, 9, 12; 2:1, 2, 8, 10; 3:6, 13; 5:5 
WorLpD Court, 2:9; 5:12 
WorLD MONETARY AND ECONOMIC CONFERENCE, 3:5, 7, 8 
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tions, 41, 43, 275-277; closer re- 
lations with France, 53-54; re- 
quests information about Japanese 
policy in China, 72; makes repre- 
sentations to Japan about smug- 
gling in North China, 75, 281; in- 
terest in monetary problems of 
China, 77; codperates with China 
on silver problem, 78; attitude dur- 
ing Spanish civil war, 127, 277- 
280; possible effects of United 
States neutrality policy on, 133; 
collaborates with France in cur- 
rency stabilization, 177-178, 284; 
gold agreement with France and 
the United States, 189-192; gold 
reserves of, 260; war debt of, 261; 
chronology, 271-272 

Greece, 184, 272, 274, 284, 285, 
292; war debt of, 261 

Guatemala, 201, 279, 287; trade 
agreement with United States, 255 

Gunther, John, 5 


Haile Selassie I, Emperor of Ethi- 
opia, 49, 273, 275; speaks to 
League Assembly, 50, 274; ex- 
tracts from the address, 233-236 

Haiti, trade agreement with the 
United States, 255 

Harding, Warren, 205 

Hawley-Smoot Tariff Act of 1930, 
155, 170 

Hayashi, General Senjuro, 68 

Herriot, Edouard, 270 

Hirota, Koki, 67, 83; appointed 
Premier of Japan, 68, 69, 281 

Hitler, Adolf, 2, 3, 8, 11, 16, 30, 42, 
52, 54, 55, 57, 105, 208, 270, 
272; denounces Locarno treaty, 
41; orders German troops to oc- 
cupy Rhineland, 41; Locarno ne- 
gotiations, 41 ff., 275-277; de- 
nounces Soviet Russia, 45, 46, 56, 
60; treaty to oppose Communism, 
58, 59; increases military service 
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term, 96, 291; announces “four- 
year” plan, 98, 271 

Hoare-Laval agreement, 7, 26-28, 29, 
48 

Hoare, Sir Samuel, 26, 29, 77n; re- 
signs as British Foreign Minister, 
27; appointed First Lord of Ad- 
miralty, 28; on equitable distribu- 
tion of raw materials, 48; on 
Japanese policy in China, 73; on 
British naval tonnage, 103 

Hofstadter, Samuel H., 283 

Honduras, 288; trade agreement 
with United States, 255, 295 

Hoover, Herbert, 35, 104, 205; on 
trade agreement with Canada, 158 

Hoover Moratorium. See War debts 

Hughes, Charles Evans, 40 

Hull, Cordell, 161, 162, 165, 170, 
172, 174, 176, 216, 277, 289, 
293; on Italo-Ethiopian dispute, 
18-21; on Japanese policy in 
China, 74; text of statement on 
autonomy movement in China, 
242-243; On neutrality, 140; ef- 
forts to restore international trade, 
153-154; on tariffs, 169; suggests 
clarification of the rights of neu- 
trals at Inter-American Peace Con- 
ference, 201; submits peace pro- 
posals to the conference, 209-210, 
287; neutrality proposals, 211- 
213; proposals to abolish trade 
barriers, 214-215 

Hungary, 23, 269, 272, 275, 278; 
war debt of, 261 


Ickes, Harold L., on Italo-Ethiopian 
dispute, 20 

Imperial Chemical Industries, Ltd. 
(British), 114 

Imperial Economic Conference, 155, 
298 

Indianapolis (United States cruiser), 
205 

Inskip, Sir Thomas, 92 

Institute of Pacific Relations, 5 

Inter-American Conciliation Conven- 
tion of 1929, 198 
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Inter-American Conference for the 
Maintenance of Peace. See Latin 
America 

Inukai, Tsuyoshi, 32 

Iran, oil exports to Italy, 25, 231 

Iraq, 289 

Irish Free State, 278 

Italy, 1, 2, 4, 8, 10, 14, 16, 17, 19, 
20, 42, 43, 52, 54, 57, 58, 62, 63, 
70, 72, 127, 138, 158, 161, 255, 
269, 296, 298; economic sanctions 
adopted against, 7, 21-23, 48, 161; 
oil sanctions against, advocated, 
23-26, 48; United States oil ex- 
ports to, 231-232; arms embargo 
against, proclaimed by President 
Roosevelt, 18, 145; embargo re- 
moved, 274, 294; and Hoare- 
Laval agreement, 26-27; Geneva 
negotiations on dispute with Ethi- 
opia, 48-51; charges against, by 
Emperor Haile Selassie before 
League Assembly, 233-236; chro- 
nology of Italo-Ethiopian conflict, 
273-275; participates in London 
naval negotiations, 32, 33, 36, 39n, 
292-294; refuses to sign naval 
treaty, 30, 292; participates in 
Locarno negotiations, 41 ff., 275- 
277; agreement with Great Brit- 
ain, 51; agreement with Ger- 
many concerning Austria, 56; and 
Spanish civil war, 61, 127, 150, 
277-280; and rearmament, 89 ff., 
290; air armaments, 90; naval 
armaments, 99-100; land forces, 
96-97; effects of United States 
neutrality policy on Italo-Ethio- 
pian conflict, 132-133; devalues 
the lira, 184, 285; readjusts tariff, 
187-188; war debt of, 261; chro- 
nology, 272 


Jane's Fighting Ships, quoted, 98 

Japan, 2, 6, 8, 42, 43, 45, 52, 62, 
63, 78, 79, 131, 150, 174, 179N, 
203, 274, -288, 298; at London 
Naval Conference, 30 ff., 292-294; 
withdraws from conference, 31, 
32; refuses to sign naval treaty, 
7, 36, 37, 101; demands naval 
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parity with Great Britain and the 
United States, 31-33; agreement 
with Germany to combat Com- 
munism, 58, 61, 271, 283; expan- 
sion of, and Western opinion, 65- 
66; policy towards China, 67; ex- 
tent of influence in China (map), 
71; denies responsibility for 
smuggling in North China, 75; 
protests to China against killing 
of Japanese citizens, 82; submits 
demands to China for settlement 
of pending disputes, 83; text of 
statement of Foreign Minister on 
policy toward China, 241-242; 
military uprising, 68, 280; rearm- 
ament, 89 ff.; invokes escalator 
clause of Naval Treaty of 1930, 
102, 293-294; possible effects of 
United States neutrality policy on, 
136; trade relations with United 
States, 162, 295; chronology of 
events in the Far East, 280-283 
Johnson, Senator Hiram, 140 
Journal of Commerce (New York), 
quoted, 159 
Jouvenel, Bertrand de, 271 
Justo, Augustin P., 262; reorganizes 
Argentine Cabinet, 195; and Inter- 
American Peace Conference, 204 


Kane (United States destroyer), 
bombed in Spanish waters, 278 
Kellogg-Briand Pact. See Pact of 

Paris 
King, W. L. Mackenzie, 154 
Koelnische Zeitung, quoted, 208 
Krock, Arthur, quoted, 122n, 205n 


La Follette, Robert M., Sr., 124 

Landon, Alfred M., on trade agree- 
ments policy, 167 

Lansing, Robert, 122 

Laredo Bru, Frederico, 287 

Latin America, 66, 161, 162, 298; 
American republics exempted from 
arms embargo feature of United 
States neutrality bill, 143-144; 
political unrest in, 195-197; trade 
disputes between states in, 197- 

198; special Inter-American Peace 
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Conference proposed by President 
Roosevelt, 200; plans for the con- 
ference, 200-202; conference opens 
in Buenos Aires, 203; President 
Roosevelt's address, 206; press 
comments, 207-208; text of the 
address, 262-267; peace plans dis- 
cussed at conference, 209-214; 
proposals for freer trade, 214- 
215; for intellectual codperation, 
215-216; results of the confer- 
ence, 216-217; chronology of con- 
ference, 287; oil exports of Latin 
American states to Italy, 231; 
chronology, 285-288 

Latvia, 184, 278, 285, 289; war 
debt of, 261 

Lausanne Straits Convention, 291, 
292 

Laval, Pierre, 26, 27, 181, 270 

League of Nations, 1, 2, 7, 11, 14, 
17-19, 29, 30, 58, 63, 67, 72, 86- 
87, 108, 123, 133, 139, 142, 150, 
178n, 200-201, 252, 268, 269, 
282, 284, 291, 298; acts in Italo- 
Ethiopian conflict, 21-26, 48-51, 
233-236, 273-275; acts in Locarno 
negotiations, 41 ff., 275-277; 
weakness of, 47 ff.; proposals for 
the reform of, 52, 288-289; state- 
ment on rearmament, 89-90; neu- 
trality policy of members of, 131- 
132; League members at Inter- 
American Peace Conference, 210- 
211; acts in Spanish civil war, 
277-280; chronology, 288-289 

Lebrun, Albert, 270 

Leith-Ross, Sir Frederick, visits 
China, 77; discusses China's cur- 
rency problems, 79 

Leticia Dispute, 298 

Liberty League, 12 

Lippmann, Walter, 4, 135n 

Lithuania, war debt of, 261 

Little Entente, 17, 268, 269, 275, 
291 

Litvinoff, Maxim, 268; on League 
problems, 52 

Lloyd, George David, quoted, 125, 
126 

Lloyd’s (London), 3 
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Locarno Pact, 2, 8, 106, 108, 298; 
denounced by Chancellor Hitler, 
41-46, 275-277 

London Naval Conference of 1936. 
See Naval agreements 

London Naval Treaty of 1930, 31, 
33, 35, 37, 87, IOI, 103, 104, 
106, 238, 240, 294 

London Observer, 72 

Lopez, General Eleazar, 196 

Los Angeles Times, quoted, 208 

Ludlow, Representative Louis, intro- 
duces neutrality bill, 141 

Luxemburg, 179 


MacDonald, J. Ramsay, 35, 104 
McNary, Senator Charles L., on re- 
ciprocal trade agreements, 158 
McReynolds, Representative Sam D., 
introduces neutrality bill, 138, 294 

McSwain bill, 115, 117 

Machado, Gerardo, 196 

“Manchukuo.” See Manchuria 

Manchuria, Japanese domination of, 
2, 6, 31, 42, 65-70, 88, 150 

Maverick, Representative Maury, in- 
troduces neutrality bill, 141 

Mein Kampf, 55 

Mexico, 170n, 179n, 278, 287; on 
League reform, 52; possible ef- 
fects of United States neutrality 
policy on, 144 

Millis, Walter, 12, 123, 124, 152 

Minami, General Jiro, 280 

Monroe Doctrine, 66, 144, 207, 298 

Moore, John Bassett, quoted, 134 

Morgenthau, Henry, Jr., silver agree- 
ment with China, 78-79, 284; on 
gold agreement with France and 
Great Britain, 190, 192, 285 

Morgan, J. P., 12, 289 

Munitions, 298; nationalization of 
industry approved in France, 95, 
127, 289; control of sales of, 109 
ff.; Senate Investigating Commit- 
tee submits report and recom- 
mendations, 111-120; British mu- 
nitions investigation, 125, 244- 
245, 289; chronology, 289 

Munitions Control Board, National, 
93, 116, 148n, 289 


Mussolini, Benito, 2, 7, 17, 23, 26, 
48, 142, 272; proclaims annexa- 
tion of Ethiopia, 49; acts in set- 
tlement of Italo-Ethiopian conflict, 
273-275; in Locarno negotiations, 
41 ff., 275-277; opposes Commu- 
nism, 58; attitude toward Spanish 
civil war, 61, 277-280; remarks 
on Italy's military strength, 96-97 


Nadal, Martinez, 197 

Nagano, Admiral Osamu, 32n 

National Coédperative Milk Pro- 
ducers’ Federation, protests against 
trade agreement with Canada, 158 

National Grange, protests against 
trade agreement with Canada, 158 

National Recovery Administration 
(N.R.A.), 150 

Naval agreements, 29 ff., 73, 98, 99, 
108, 203; obstacles to new agree- 
ments, 29-31; Japanese demand 
for equality, 31-33, 292; treaty of 
1936, signed by United States, 
Great Britain and France, 33-34; 
remarks by Norman H. Davis on 
treaty, 237-240; gentlemen’s agree- 
ment between United States and 
Great Britain, 34, 35, 292; prob- 
lem of fortifications and naval 
bases in the Pacific, 37-40, 293- 
294; naval programs, 98-101, 104- 
107; naval estimates, 105-106; in- 
vocation of escalator clause by 
Great Britain, the United States 
and Japan, 101-104; chronology 
of naval armaments, 292-294 

Netherlands, 2, 43, 56, 162, 174, 
179, 180, 186, 187, 189, 278, 284, 
285, 288, 298; participates in ne- 
gotiations on Italo-Ethiopian dis- 
pute, 50, 273-275; on League 
problems, 51, 288-289; devalues 
guilder, 183; readjusts tariff after 
devaluation, 188; trade agreement 
with United States, 255 

Neutrality, 11, 12, 15, 65, 116, 119 
ff.; ‘cash and carry” plan, 13, 136, 
139, 141; in Italo-Ethiopian war, 
18, 274; traditional policy of 
United States, 130-132; new sys- 
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tem, 132-137; legislation by Con- 
gress, 137-144; text of Neutrality 
Act of 1936, 247-248; Spanish 
civil war and, 146-150, 277-280; 
chronology, 294 

New Deal, 171, 298 

New York Herald Tribune, quoted, 
4, 159, 161, 208 

New York Times, quoted, 5, 208 

New Zealand, 289 

Nicaragua, 179n, 261n, 280, 288; 
trade agreement with United 
States, 255, 295; chronology, 287 

Nine Power Treaty, 31, 66, 73-75, 
86, 281 

Norway, 179, 278, 288, 289 

Nuffield, Lord, 93 

Nye, Senator Gerald, 12, 110n; di- 
rects Senate munitions inquiry, 
II1-128; introduces neutrality 
bill, 141 


O’Brien, Robert L., 166 

Okada, Keisuke, 69 

Open Door Policy, 75, 298 

Otis, Merril E., 284 

Ottawa Conference. See Imperial 
Economic Conference 


Pact of Paris, 2, 6, 7, 19, 26, 31, 35, 
42, 86, 108, 132, 198, 210n, 214 

Panama, 289; boundary dispute with 
Costa Rica, 198; treaty with 
United States, 202-203, 288; chro- 
nology, 288 

Pan American Conference at Monte- 
video (1933), 199, 204n, 205, 
209, 213, 298 

Pan American Union, 214 

Paraguay, 179n, 194; as affected by 
United States neutrality policy, 
144; proclaimed totalitarian state, 
195; new régime recognized by 
United States and other govern- 
ments, 195, 288; chronology, 288. 
See also Chaco war 

Paris Midi, 270 

Paris Peace Conference, 1, 144 

Paris Soir, 270 

Peek, George N., 158 

Persia. See Iran 


Peru, 115, 278, 285, 287, 288, 289, 
298; trade dispute with Argentina 
and Chile, 197-198; boundary dis- 
pute with Ecuador, 198; with Co- 
lombia, 198 

Philippine Islands, 65, 156, 197, 
298; Independence Act, 39 

Pittman, Senator Key, on ‘Monroe 
Doctrine” for China, 66; intro- 
duces neutrality bill, 138, 294; on 
neutrality policy of the United 
States, 141, 142 

Poland, 55, 58, 179n, 268, 269, 272, 
272, 278, 280; war debt of, 261 

Portugal, 179; and Spanish civil 
war, 277-280 

Presidential campaign of 1936, 6, 
166, 202 

Price movements, 298 

Puerto Rico, Independence Act, 196- 
197 


Raushenbush, Stephen, 111 

Reciprocity. See Tariffs 

Recognition policy of United States, 
299 

Reparations, 298. See also War 
debts 

Repington, Colonel C. C., 2 

Republican Party, advocates repeal 
of Trade Agreements Act, 166; 
passages from 1936 platform, 252- 
254 

Ribbentrop, Joachim von, at Locarno 
negotiations, 42M, 43, 275-277 

Roosevelt, Franklin D., 6, 12, 15, 
157, 192, 212, 216; proclaims 
arms embargo in Italo-Ethiopian 
war, 18-21; suspends the embargo, 
274, 294; submits new naval 
treaty to the Senate for ratifica- 
tion, 36, 293; on United States 
neutrality policy, 133, 134, 135, 
137, 138-139, 143, 280; signs 
Neutrality Act, 144, 294; signs 
trade agreement with Canada, 154; 
on United States tariff policy, 172- 
173; suggests special Inter-Ameri- 
can Peace Conference, 200; plans 
to attend the conference, 204; ad- 
dresses Brazilian Congress, 205- 
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206; opens the Buenos Aires Con- 
ference, 206; press comment on 
address, 207-208; text of address, 
262-267 

Roosevelt, Theodore, 205 

Royal Commission on the Private 
Manufacture of and Trading in 
Arms, 125; note on investigations 
of, 244-245 

Royal Dutch Shell Company, 25n 

Rumania, 179n, 292; oil exports to 
Italy, 24, 231; war debts of, 261 

Russia. See U.S.S.R. (Union of So- 
cialist Soviet Republics) 


Saavedra Lamas, Carlos, 262; at In- 
ter-American Peace Conference, 
211 

Saito, Hiroshi, 66 

Saito, Viscount Makoto, 69 

Salvador, El, 179n, 213, 255 

Sarraut, Albert, 270 

Schacht, Dr. Hjalmar, 8; on German 
trade methods, 165; on currency 
stabilization, 186, 187 

Scharnhorst (German battleship), 
100, 293 

Schneider-Creusot, 95 

Schuschnigg, Kurt, 269 

Scott, James Brown, quoted, 54 

Seymour, Charles, 135n 

Shotwell, James T., 5 

Siam, 179n 

Silver, 88, 299; Purchase Act of 
1934, 77, 78; effect of United 
States silver policy on China, 78; 
agreement between the United 
States and China, 78, 79 

Sims, Admiral William S., quoted, 
128, 135 

Skoda, 95 

Sorzano, J. L. Tejada, 285 

Spain, 2, 3, 4, 6, 13, 16, 58, 60, 
255, 277, 288; participates in ne- 
gotiations on Italo-Ethiopian dis- 
pute, 50, 273-275; civil war in, 
61, 146-150, 161; chronology, 
277-280 

Steiwer, Senator Frederick, 166 

Stimson Doctrine, 108, 213n, 299 

Stimson, Henry L., quoted, 88, 132 


Stone, William Joel, 122n 
Strasbourg (French battleship), 294 
Suzuki, Admiral Kantaro, 69 
Sweden, 162, 170, 179, 278; partici- 
pates in negotiations on _ Italo- 
Ethiopian dispute, 50, 273-275; 
on League problems, 288, trade 
agreement with United States, 255 
Switzerland, 2, 23, 56, 162, 169, 
174, 179, 180, 186, 187, 189, 275, 
284, 285; participates in negotia- 
tions on Italo-Ethiopian dispute, 
50, 273-275; devalues the franc, 
183, 288-289; readjusts tariff after 
devaluation, 188; trade agreement 
with United States, 255, 295 
Syria, dispute with France, 268 


Tacna-Arica dispute, 115 

Takahashi, Korekiyo, 69 

Tangku, Truce of, 65, 74 

Tariff, 14, 146n, 166, 168, 174, 180, 
253, 299; efforts to improve for- 
eign trade, 153 ff.; trade agree- 
ment with Canada, 154-159; with 
France, 159-161; with other coun- 
tries, 161-162; trade disputes, 162- 
165; Trade Agreements Act as- 
sailed and defended during Presi- 
dential campaign, 166-169; tariff 
readjustments by various countries 
after devaluation of currencies, 
187-189; chronology, 295-296 

Tariff Commission, U. S., 166 

Temps, Le, quoted, 207 

Thomas, Senator Elbert D., 142 

Thompson, Dorothy, 4 

Times (London), quoted, 204-205 

Topical Guide to The United States 
in World Affairs, 297-299 

Toro, Colonel David, Provisional 
President of Bolivia, 195, 285 

Toynbee, A. J., 17, 39 

Trade Agreements Act. See Tariffs 

Treaty of St. Germain, 2 

Treaty of Versailles, 1, 2, 8, 24, 29, 
41, 43, 44, 56, 57, 58, 100, 114, 
150, 271 

Turkey, 184, 269, 272, 276, 278, 
285, 290; permitted to refortify 
the Dardanelles, 95; chronology 
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of Dardanelles negotiations, 291- 
292 

Tydings, Senator Millard E., intro- 
duces bill providing for Puerto 
Rican independence, 196-197 


Ulysses (oil tanker), 20 

U.S.S.R. (Union of Socialist Soviet 
Republics), 3, 4, 17, 58, 59, 60, 
65, 66, 67, 70, 87, 126, 261, 268, 
269, 271, 275, 281, 284, 289, 292, 
295, 299; oil sales to Italy, 24-25, 
231; rapprochement with France, 
54; attacked by Hitler, 45, 46, 56; 
attitude toward Spanish civil war, 
61, 127, 150, 277-280; rearma- 
ment, 89 ff., 293; increases mili- 
tary service term, 95-96, 291; 
dispute with Uruguay, 196, 277; 
and Italo-Ethiopian conflict, 273- 
275; chronology, 277 

Union of South Africa, 179n, 274 

United States, 1, 3, 5, 7, 9-II, 4I- 
42, 47, 52, 57, 63-65, 86-88, 180- 
182, 186-187, 197, 274, 275, 285, 
288; recovery in, 4, 9; economic 
coéperation with other countries, 
14-16; efforts to localize Italo- 
Ethiopian war, 18-21; oil sales to 
Italy, 25, 231-232, 273; Hoare- 
Laval agreement condemned in, 
27; participants in London naval 
negotiations, 29 ff., 292-294; 
signs naval treaty with Great Brit- 
ain and France, 33, 292; state- 
ment of Norman H. Davis on sig- 
nature of treaty, 237-240; gentle- 
men’s agreement with Great Brit- 
ain follows naval treaty, 34, 35; 
reafirms its policy on territorial 
and political integrity of China, 
73-74; attitude toward autonomy 
movement in Northern China, 
242-243; makes representations to 
Japan on smuggling in China, 75, 
281; effects of silver policy on 
China, 77; signs new silver agree- 
ment with China, 78-79, 284; re- 
armament policy, 89 ff.; appropria- 
tions for national defense, 106-107; 
invokes escalator clause of 1930 
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London Naval Treaty, 102, 293; 
early neutrality policy, 131; new 
neutrality policy, 132-144, 294; 
exempts Latin American states 
from arms embargo in neutrality 
bill, 143-144, 201; efforts to im- 
prove foreign trade, 153 ff.; atti- 
tude toward Spanish civil war, 
146-150, 277-280; trade agree- 
ment with Canada, 154-159, 295; 
with France, 159-161; with other 
countries, 161-162, 294-295; trade 
dispute with Japan, 162; with 
Australia, 162-163; with Ger- 
many, 163-165; improvement in 
trade under reciprocal tariff pol- 
icy, 171-172; joins France and 
Great Britain in collaboration for 
currency stabilization, 177-178; 
new gold agreement with Great 
Britain and France, 189-190; 
meaning of the agreement, 190- 
192; recognizes new government 
in Paraguay, 195, 288; recognizes 
new régime in Bolivia, 195; 
Puerto Rican independence pro- 
posed in Senate of, 197; arbitra- 
tion treaties with Latin American 
states, 198-200; plans for Inter- 
American Peace Conference, 201- 
202; treaty with Panama, 202-203, 
288; at Buenos Aires Conference, 
203-217; gold movements, 259; 
gold reserves, 260; indebtedness 
of foreign countries to, 261 
Uruguay, 278, 285, 288, 289; dis- 
pute with Soviet Russia, 196, 277 


Vandenberg, 
tron, 119n 

Vargas, Getulio, 285, 286 

Venezuela, 179n, 215; political un- 
rest in, 196 

Voelkische Beobachter, quoted, 208 


Senator Arthur H., 


War debts, 253, 261, 299 

War Policies Commission, 116 

War profits. See Munitions 

Washington Arbitration Treaty of 
1929, 198 
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Washington Conference of 1921- 
1922, 31, 39, 40, 86, 87, 238 
Washington, George, 130 
Washington Naval Treaty, 7, 31, 33, 
35, 37, 39M, 52, 67, 87, 99, 100, 
IOI, 238, 240, 293, 294 
Washington Post, quoted, 208 
Watanabe, Jotaro, 69 
Wilson, Woodrow, 123, 126, 130, 
151, 212; references to, in Senate 
Munitions Investigating Com- 
mittee’s report, 121, 122 
Women’s International League for 
Peace and Freedom, 110 
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Woodring, Harry Hines, 290 

World Court, 134n, 202, 252, 276, 
299 

World Economic Conference, 192 

World Peace Foundation, 128n, 135n 

World trade, 256 

World War, mentioned, 2, 24, 53, 
66, 86, 90, 97, 99, III, 112, 131, 
141, 150M, 159, 178, 198; de- 
bates over causes of U. S. entry, 
120-128 


Yugoslavia, 269, 272, 292; war debt 
of, 261 





